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HASBRO, INC.
NOTICE OF 2009 ANNUAL MEETING OF SHAREHOLDERS

Time:

11:00 a.m. local time

Date:
Thursday, May 21, 2009

Place:

Hasbro, Inc. Corporate Offices
1027 Newport Avenue
Pawtucket, Rhode Island 02862

Purpose:
* Elect fourteen director:
» Approve Amendments to the Restated 2003 Stock tiveeRerformance Plal
« Approve the 2009 Senior Management Annual Perfoomdtian

« Ratify the selection of KPMG LLP as the Companyidependent registered public accounting firm fer th
2009 fiscal year

« Transact such other business as may properly cefoegithe meeting and any adjournment or postponeme
of the meeting

Other I mportant I nformation:

« Hasbro’s Board of Directors recommends that yoe yoiur shareSFOR” each of the nominees for direct
“FOR” approval of the Amendments to the Restated 200&Staentive Performance PldifOR”
approval of the 2009 Senior Management Annual Peidace Plan, antFOR” the ratification of KPMG
LLP as the Compar's independent registered public accounting firmfitaral 2009

» Shareholders of record of Hasbro common stockeatlitse of business on March 27, 2009 may voteeat t
meeting.

« You are cordially invited to attend the meetingtde your shares in person. If you are not abliotso, you
may vote by Internet, by telephone or by mail. 8eeproxy statement for specific instructioRtease vote
your shares.

By Order of the Board of Directors
Barry Nagler

Corporate Secretary

Dated: April 7, 200¢




HASBRO, INC.

1027 Newport Avenue
Pawtucket, Rhode Island 02862

PROXY STATEMENT
2009 ANNUAL MEETING OF SHAREHOLDERS
To be held on May 21, 2009

QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS AND THE ANNUAL MEETING

Q:
A:

Q

Q

Why are these materials being made available tme?

The Board of Directors (the “Board”) of Hasbro, Iifihe “Company” or “Hasbro”) is making these proxy
materials available to you on the Internet, or smmg@rinted proxy materials to you in certain sitoas,
including upon your request, beginning on or abquil 7, 2009, in connection with Hasbro’s 2009 Arah
Meeting of Shareholders (the “Meeting”), and theaRbs solicitation of proxies in connection witheth
Meeting. The Meeting will take place at 11:00 almcal time on Thursday, May 21, 2009 at Hasbroipocate
offices, 1027 Newport Avenue, Pawtucket, Rhoden$1a2862. The information included in this proxy
statement relates to the proposals to be voted thre deeting, the voting process, the compensation
Hasbro’s most highly paid executive officers anekcliors, and certain other required informationsibta’s
2008 Annual Report to Shareholders is also avalaibkhareholders on the Internet and a printeg wdlpbe
mailed to shareholders upon their requ

What proposals will be voted on at the Meeting?

There are four proposals scheduled to be voted thedeeting

* Election of fourteen director

» Approval of Amendments to the Restated 2003 Stockntive Performance Ple

 Approval of the 2009 Senior Management Annual Rerémce Plan

« Ratification of KPMG LLP as the Compe’s independent registered public accounting firnfiaral 2009

Why did | receive a notice of the Internet availablity of Hasbro’s proxy materials (the* Notice”), instead
of a full set of printed proxy materials?

New rules adopted by the Securities and Exchangen@ssion allowed us, beginning in 2008, to pro\
access to our proxy materials over the Interngéeatdsof mailing a full set of such materials torgve
shareholder. We have sent a Notice of the avaitiglof the proxy materials on the Internet to dlbar
shareholders who were not mailed a full set ofpitoxy materials. Because of certain legal requirgse
shareholders holding their shares through the ta4bt (k) Retirement Savings Plan were still madddll set
of proxy materials this year. All of our other sélaolders may access our proxy materials over tieerat usin
the directions set forth in the Notice. In additiby following the instructions in the Notice, aslyareholder
may request that a full set of printed proxy materbe sent to ther

We have chosen to send the Notice of the Intenaatadility of our proxy materials to shareholdearstead of
automatically sending a full set of printed copiesll shareholders, to reduce the impact of prqntur proxy
materials on the environment and to save on this @dprinting and mailing incurred by the Compa

How do | access Hasbr's proxy materials online?

The Notice of Internet availability of the proxy tedals provides instructions for accessing thexpmaterials
for the Meeting over the Internet, and includeslttiernet address where those materials are alaildlasbros
proxy statement for the Meeting and 2008 AnnualdRejp Shareholders can be viewed on Hasbro’s wehbsi
http://phx.corporat-ir.net/phoenix.zhtml?c=68329&p=ii-shareholdel




Q

How do | request a paper copy of the proxy materia?

A: Paper copies of Hasbro’s proxy materials will belmavailable at no cost to you, but they will obé/sent to
you if you request them. To request a paper copi@proxy materials follow the instructions on thetice
which you received. You will be able to submit yoequest for copies of the proxy materials by seg@in
email to the email address set forth in the Notigegoing to the Internet address set forth inNlo&ce or by
calling the phone number provided in the Not

Q

What shares owned by me can be voted?

A: All shares of the Company’s common stock, par v&l&® per share (“Common Stock”) owned by you as of
March 27, 2009, theecord date, may be voted by you. These shares include tHggee{d directly in your
name as thehareholder of recordincluding shares purchased through Hasbro’s BivilReinvestment and
Cash Stock Purchase Program and (2) held for ytlhed®neficial ownethrough a broker, bank or other
nominee.

What is the difference between holding shares asshareholder of record and as a beneficial owner

Q

A: Most Hasbro shareholders hold their shares thravigtoker, bank or other nominee rather than directtheir
own name as the shareholder of record. As sumntbbie®w, there are some distinctions between shaiels
of record and those owned beneficia

Shareholder of Record

If your shares are registered directly in your namita Hasbro’s Transfer Agent, Computershare
Trust Company, N.A. (“Computershare”), you are ¢deed, with respect to those shares, sthareholder of
record. As theshareholder of recorgdyou have the right to grant your voting proxyedily to Hasbro or to vote in
person at the Meeting.

Beneficial Owner

If your shares are held in a stock brokerage adomuby a bank or other nominee, you are considéred
beneficial owner of shares healdstreet namand your broker or nominee is considered, with &esfo those shar
theshareholder of recordAs the beneficial owner, you have the right to clingour broker or nominee on how to
vote and are also invited to attend the Meetingwvélger, since you are not tehareholder of recordyou may not
vote these shares in person at the Meeting unt@sseceive a proxy from your broker or nominee. ivlowoker or
nominee has provided voting instructions for youse. If you wish to attend the Meeting and votpanson, please
contact your broker or nominee so that you canivecelegal proxy to present at the Meeting.

Q: How can | attend the Meeting?

A: You may attend the Meeting if you are listed akaeholder of record as of March 27, 2009 and hbpirogf of
your identification. If you hold your shares thrdug broker or other nominee, you will need to pdevproof of
your share ownership by bringing either a copy bfakerage statement showing your share ownershi
March 27, 2009, or a legal proxy if you wish toegbur shares in person at the Meeting. In addibaihe
items mentioned above, you should bring proof afryidentification.

Q

How can | vote my shares in person at the Meeting

A: Shares held directly in your name as shareholder of recordhay be voted in person at the Meeting. If you
choose to do so, please bring proof of your ideatifon to the meeting. Shares beneficially ownexy ine
voted by you if you receive and present at the Mged proxy from your broker or nominee, togeth@é&hw
proof of identification. Even if you plan to attetite Meeting, we recommend that you also vote mafithe
ways described below so that your vote will be t¢ednf you later decide not to attend the Meetingre
otherwise unable to atter




Q: How can | vote my shares without attending the Meting?

A: Whether you hold shares directly as the sharehaolflexcord or beneficially in street name, you ndagct youl
vote without attending the Meeting. You may votegognting a proxy or, for shares held in street @any
submitting voting instructions to your broker ommioee. In most instances, you will be able to ds tiver the
Internet, by telephone or by mail. Please reféahéosummary instructions below, the instructiorduded on
the Notice of Internet availability of the proxy tagals, and if you request printed proxy materitie
instructions included on your proxy card or, foass held in street name, the voting instructiod paovided
by your broker or nomine:

By Internet — If you have Internet access, you may submit yavaxy from any location in the world by
following the Internet voting instructions on thetite you received or by following the Internetingt
instructions on the proxy card or voting instruntimard sent to yot

By Telephone — You may submit your proxy by following the telepleovoting instructions on the Notice y
received or by following the telephone voting imstions on the proxy card or voting instructionccaent to
you.

By Mail — You may do this by marking, dating and signirgityproxy card or, for shares held in street name,

the voting instruction card provided to you by ybuoker or nominee, and mailing it in the enclossstf-
addressed, postage prepaid envelope. No postagguiised if mailed in the United States. Please tiaait for
Hasbro shareholders, other than those sharehdid&tisig their shares through the Hasbro 401(k)rRetent
Savings Plan who are all being mailed a printed&ptoxy materials, you will only be mailed a gad proxy
card or printed voting instruction card if you regtithat such printed materials be sent to yowbgwing the
instructions in the Notice for requesting paperiespf the proxy material

How are votes counted?

Q

A: Each share of Common Stock entitles its holdemtmote on all matters to come before the Meetimguding
the election of directors. In the election of dites, for each of the nominees you may vote “FORhs
nominee or your vote may be “WITHHELD” with respéatsuch nominee. For the other proposals, you may
vote “FOR”, “AGAINST” or “ABSTAIN". If you “ABSTAIN ", it has the same effect as a vote “AGAINSTE
proposal

If you vote via the Internet or telephone and dbspeecify contrary voting instructions, your shanét be
voted in accordance with the recommendations oBterd. Similarly, if you sign and submit your pyosard
or voting instruction card with no instructions,uyshares will be voted in accordance with the
recommendations of the Boa

If you are a shareholder of record and do not eithte via the Internet, via telephone, or retusigamed proxy
card, your shares will not be vote

If you are a beneficial shareholder and do not viehe Internet, telephone, or by returning asdyvoting
instruction card, your shares may be voted in sina where brokers have discretionary voting atithover
the shares. Discretionary voting authority is pétedion the proposals for the election of directord the
ratification of the selection of KPMG as the indegent registered public accounting firm for 20

Q: Can I change my vote or revoke my proxy’

A: You may change your proxy instructions at any tprier to the vote at the Meeting. For shares heilectly in
your name, you may accomplish this by granting lagoproxy that is properly signed and bears a ez, by
sending a properly signed written notice to ther&acy of the Company or by attending the Meetingd @otinc
in person. To revoke a proxy previously submittgdddephone or through the Internet, you may sinvalie
again at a later date, using the same procedurgg)ich case your later submitted vote will be reled and
your earlier vote revoked. Attendance at the Megtiill not cause your previously granted proxy &rbvokec
unless you specifically so request. For shares hetéficially by you, you may change your vote bigmitting
new voting instructions to your broker or nomin




What does it mean if | receive more than one Noticef the Internet availability of proxy materials, or
more than one proxy or voting instruction card?

It means your shares are registered differentlrerheld in more than one account. Please prowtiags
instructions for all Notices, or proxy and votingsiruction cards you receiv

Where can | find the voting results of the Meeting":

We will announce preliminary voting results at Meeting. We will publish final voting results inGurrent
Report on Form 8-K within a few days following thkeeting and in our quarterly report on Form 10-Qtfe
second quarter of fiscal 20C

What is the quorum for the Meeting?

Holders of record (the “Shareholders”) of the Comn®tock on March 27, 2009 are entitled to votdat t
Meeting or any adjournments thereof. As of thaedhere were 139,821,649 shares of Common Stock
outstanding and entitled to vote and a majoritthefoutstanding shares will constitute a quorunttier
transaction of business at the Meeting. Abstentiotsbroker non-votes are counted as present delé&ng
for purposes of determining whether there is a gomoat the Meeting. A broker non-vote occurs whénaker
holding shares for a customer does not vote ontecpkar proposal because the broker has not rederoting
instructions on the matter from its customer arighiged by stock exchange rules from exercisingréionary
authority, or otherwise chooses not to exerciserdinary authority, to vote on the matt

What happens if | have previously consented tolectronic delivery of the proxy statement and other
annual meeting materials?

If you have previously consented to electronic\éely of the annual meeting materials you will reeehn
email notice with instructions on how to accessptaxy statement, notice of meeting and annualrntepothe
Company’s website, and in the case of the proxg,aam Computershare’s website. The notice will adorm
you how to vote your proxy over the Internet. Yolll veceive this email notice at approximately game time
paper copies of the notice of Internet availabitifthe proxy materials, or annual meeting matsréae mailed
to shareholders who have not consented to recedterials electronically. Your consent to receive émnual
meeting materials electronically will remain ineff until you specify otherwis

If | am a shareholder of record how do | consent taeceive my annual meeting materials electronical®

Shareholders of record that choose to vote thaireshvia the Internet will be asked to choose aeli
preference prior to voting their shares. After entgthe access information requested by the apitivoting
site, click “Login” and then respond as to whethen would like to receive proxy material \étectronic
delivery. If you would like to receive future proxyaterials electronically click the applicable loattenter and
verify your current email address and then cliclfiinue”. During the year, shareholders of recoay sign
up to receive their annual meeting materials ed@dtally over the Internet. To sign up, registestdreholders
can go to the website www.computershare.com/us/emr8hareholders of record with multiple Hasbro
accounts will need to consent to electronic dejifer each account separate




ELECTION OF DIRECTORS
(Proposal No. 1)

Fourteen directors are to be elected at the Mee#ih@f the directors elected at the Meeting vedirve until the
2010 Annual Meeting of Shareholders (the “2010 Nteg), and until their successors are duly elected antifiguag
or until their earlier death, resignation or remova

The Board has recommended as nominees for eleadidirectors to serve until the 2010 Meeting theqes
named in the table below. All of the nominees angently directors of the Company. The proxies cdrire voted
for more than fourteen directors at the Meeting.

Unless otherwise specified in your voting instrans, the shares voted pursuant thereto will befoase
persons named below as nominees for election astdis. If, for any reason, any of the nomineesethbelow
should be unable to serve as a director, it iswohde that such proxy will be voted for the electiorhis or her plac
of a substituted nominee who would be recommengeddnagement. Management, however, has no reason to
believe that any nominee named below will be unsbkerve as a director.

The following tables set forth as to each nomiresfection at the Meeting: (i) his or her age); il positions
and offices with the Company; (iii) principal oc@atjon or employment during the past five years; ¢ther
directorships of publicly-held companies or investrincompanies; and (v) period of service as a ttirexf the
Company. Except as otherwise indicated, each pdrasinad the same principal occupation or employcharng
the past five years.

Positions with Company, Has Been
Principal Occupation and A Director
Name Age Other Directorships Since
Nominees for Terms Expiring in 20
Basil L. Anderson 64 Vice Chairman, Staples, Inc. (office supply 200z

company) from 2001 until March 2006. Prior
thereto, Executive Vice President — Finance and
Chief Financial Officer of Campbell Soup
Company (consumer products company) since
1996. Director of Becton, Dickinson and Compe
CRA International, Inc., Moody'’s Investors
Service, Inc. and Staples, It
Alan R. Batkin 64 Vice Chairman, Eton Park Capital Management, 199z
L.P. (global, multi-disciplinary investment firm)
since 2007. Prior thereto, Vice Chairman, Kissir
Associates, Inc. (strategic consulting firm) from
1990 until 2007. Director of Cantel Medical Corp.,
Omnicom Group, Inc. and Overseas Shipholding
Group, Inc.
Frank J. Biondi, Jr. 64 Senior Managing Director, WaterView Advisors 200z
LLC (private equity fund specializing in media)
since 1999. Director of Amgen, Inc., Cablevision
Systems Corporation, Seagate Technology and
Yahoo! Inc.
Kenneth A. Bronfin 49 President of Hearst Interactive Media (the 200¢
interactive media division of diversified media
company Hearst Corporation) since 2002. Prior
thereto, Deputy Group Head of Hearst Interactive
Media since 199¢




Name

John M. Connors, Jr.

Michael W.O. Garrett

E. Gordon Gee

Brian Goldner

Jack M. Greenberg

Alan G. Hassenfeld

Tracy A. Leinbach

Edward M. Philip

Age
66

66

65

45

66

60

49

43

Positions with Company, Has Been

Principal Occupation and A Director
Other Directorships Since
Chairman Emeritus of Hill, Holliday, Connors, 200¢

Cosmopulos, Inc. (full-service advertising agency)

since 2006. Chairman of Hill, Holliday, Connors,
Cosmopulos, Inc. from 1995 until 2006, during

which time Mr. Connors also served as President

and Chief Executive Officer until 2003. Director of
Covidien Ltd.

Served in a number of positions with Nestlé S.A.  200¢
(international food and beverage company), most
recently as Executive Vice President of Nestlé S.A.
responsible for Asia, Africa, the Middle East and
Oceania until 2005. Board member of the Nestlé
company in India and noexecutive director on tr

boards of Gottex Fund Management Holdings Ltd.,
Prudential PLC, UK and the Bobst Group in

Switzerland

President, The Ohio State University, since 2007. 199¢
Prior thereto, Chancellor, Vanderbilt University

since 2000. Director of Gaylord Entertainment
Company and Massey Energy Compse

President and Chief Executive Officer of Hasbro, 200¢
Inc. since 2008. Prior thereto, Chief Operating

Officer of Hasbro since 2006. Prior thereto,

President, U.S. Toys Segment from 2003 to 2

Chairman of The Western Union Company (funds 2002
transfer company) since 2006. Chief Executive

Officer of McDonald’s Corporation (restaurant
franchiser) from August 1998 to December 2002.
Chairman of the Board of McDonald’s Corporation

from May 1999 until December 2002. Director of

The Allstate Corporation, InnerWorkings, Inc.,
Manpower, Inc. and The Western Union Comp:
Chairman of the Board of Hasbro, Inc. from 1989 197¢
to 2008. Prior to May 2003, Chairman of the Board

and Chief Executive Officer since 1999. Prior

thereto, Chairman of the Board, President and (
Executive Officer since 1989. Director of
salesforce.com, in

Executive Vice President and Chief Financial 200¢
Officer for Ryder System, Inc. (logistics and
transportation solutions provider) from 2003 until

2006. Prior to that, Executive Vice President, Flee
Management Solutions for Ryder since 2001.

Director of Forward Air Corporatiot

Managing General Partner, Highland Consumer 200z
Fund (consumer oriented private equity fund) since
2006. Prior thereto, President and Chief Executive
Officer of Decision Matrix Group, Inc. (research

and consulting firm) from May 2004 to November

2005. Prior thereto, Senior Vice President of Terra
Networks, S.A. (global internet company) frc

October 2000 to January 20(

6




Positions with Company, Has Been

Principal Occupation and A Director
Name Age Other Directorships Since
Paula Stern 64 Chairwoman, The Stern Group, Inc. (international 200z

advisory firm in the areas of business and
government strategy) since 1988. Director of Ay
Inc. and Rer-A-Center, Inc
Alfred J. Verrecchia 66 Chairman of the Board of Hasbro, Inc. since 2008. 199z
President and Chief Executive Officer of Hasbro
from 2003 to 2008. Prior thereto, President and
Chief Operating Officer of Hasbro from 2001 to
2003. Director of FGX International Holdings
Limited.

Mr. Goldner also serves as an officer and/or dineot a number of the Company’s subsidiaries arégeest
and convenience of the Company.

Vote Required. The affirmative vote of a majority of those stsaoé Common Stock present (in person or by
proxy) and entitled to vote at the Meeting on theztion of directors is required to elect directdks such, a
withhold vote is effectively a vote against a dicgc

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS
VOTE FOR THE ELECTION OF THE FOURTEEN NOMINEES NAMED ABOVE.

7




GOVERNANCE OF THE COMPANY

Code of Conduct

Hasbro has a Code of Conduct which is applicabbdltof the Company’s employees, officers and does;
including the Company’s Chief Executive Officer,i€tFinancial Officer and Controller. The Code ajfr@uct
addresses such issues as conflicts of interesgqtimn of confidential Company information, findaldntegrity,
compliance with laws, rules and regulations, instdeding and proper public disclosure. Compliawith the Code
of Conduct is mandatory for all Company employedficers and directors. Any violation of the CodeGmnduct
can subject the person at issue to a range ofisaacincluding dismissal.

The Code of Conduct is available on Hasbro’s welstitwww.hasbro.com, under “Corporate — Investor
Relations — Corporate Governance.” Although the Gany generally does not intend to provide waivérsio
amendments to, the Code of Conduct for its Chiefdakive Officer, Chief Financial Officer, Contraljer any
other officers, directors or employees, informatimmcerning any waiver of, or amendment to, theeCafdConduct
for the Chief Executive Officer, Chief Financialf@ér, Controller, or any other executive officerdirector of the
Company, will be promptly disclosed on the Companyebsite in the location where the Code of Coniuct
posted.

Corporate Governance Principles

Hasbro has adopted a set of Corporate GovernairefPes which address qualifications for membédrthe
Board of Directors, director responsibilities, di@ access to management and independent advii@stor
compensation and many other matters related tgafiernance of the Company. The Corporate Governance
Principles are available on Hasbro’s website at wvasbro.com, under “Corporate — Investor Relatiens
Corporate Governance.”

Director I ndependence

Hasbro’s Board has adopted Standards for Direattegendence (the “Independence Standamdsigcordanc
with the New York Stock Exchange’s corporate goaeae listing standards. The Independence Standpetsfy
criteria used by the Board in making determinatioith respect to the independence of its membedsrasiude
strict guidelines for directors and their immedittmily members with respect to past employmerafliation with
the Company or its independent auditor. The Inddpeoe Standards are available on Hasbro’s welisite a
www.hasbro.com, under “Corporate — Investor Refetie— Corporate Governance.” A copy of the Indepande
Standards is also attached as Appendix A to thigypstatement.

The Independence Standards restrict commercidloehips between directors and the Company ariddac
the consideration of other relationships with tler@any, including charitable relationships, in nmaki
independence determinations. Using the Independstacalards, the Board has determined that eadteof t
following directors are independent and have nati@hships which impact an independence deternoinathder th
Company’s Independence Standards: Basil L. Andesiam R. Batkin, Frank J. Biondi, Jr., KennethBYonfin,
John M. Connors, Jr., Michael W.O. Garrett, E. GorGee, Jack M. Greenberg, Tracy A. Leinbach, Edwér
Philip and Paula Stern.

Of the Company’s directors who were determinededndependent, there were only three directors katb
relationships which needed to be considered bydsrd. Mr. Bronfin is President of Hearst InteraetMedia, the
interactive media division of diversified media quamy Hearst Corporation. The Company’s media placeriirm,
MediaCom, places some advertising with entitieiwithe Hearst Corporation family, but the aggregatyments
associated with any such advertising placemerdargrfiscal year are well below the threshold sehenCompany’s
Independence Standards of 2% of Hearst's conselidgtoss revenues. Mr. Garrett serves on the BafaBibttex
Funds Management Holdings. Gottex serves as oR@asiiro’s pension fund investment managers. Mr. &iag
not an officer or an employee of Gottex, and seordg as an outside director. The Company paideXott
approximately $440,000 for its pension fund investtrmanagerial services in 2008. Mr. Greenberg®@rasrman
and Chief Executive Officer of McDonald’s Corpoatithrough December 31, 2002. To date Mr. Greenberg
remains an employee of McDonald’s. The CompanyMaoDonald’s are party to certain




arrangements pursuant to which (i) the Companyées its intellectual property to McDonald’s foeus
promotions, (ii) the Company sells certain produect®cDonald’s and (iii) McDonald'’s licenses itsand to the
Company for the use in certain Company products. @dyments from the Company to McDonald’s and from
McDonald's to the Company pursuant to these arnaegés do not arise to the levels which would raiséssue
under the Company’s independence standards.

The only three members of the Company’s Board warewdetermined not to be independent were Brian
Goldner (current President and Chief Executive g@ffj, Alan G. Hassenfeld (formerly an executiveocedf of the
Company), and Alfred J. Verrecchia (formerly anaxeve officer of the Company).

Board Meetings and Director Attendance at the Annual Meeting

During 2008, the Board held seven meetings. Akctiors attended at least 75% of the aggregatg thie(i
Board meetings held during their tenure as dirsodoring 2008 and (ii) the meetings of any comragtkeld durin
their tenure as members of such committees dul®d@.2Although the Company does not have a formkdyo
requiring attendance of directors at the annualtimgef shareholders, the expectation of the Comzant the
Board is that all directors will attend the annonaeting of shareholders unless conflicts prevesrntfrom
attending. All thirteen members of the Board whaev@embers as of the 2008 Annual Meeting of Shadeh®
(Ms. Leinbach joined the Board after the 2008 Ardeeting) attended the 2008 Annual Meeting of &hatders.

Presiding Non-Management Director and Communicating with the Board

Executive sessions of the independent membersdEtimpany’s Board are presided over by the pregidin
director (the “Presiding Director”). John M. Conspdr. currently serves as the Presiding Direetq@osition which
is typically rotated on an annual basis among thaiS of the Audit, Compensation, Finance and Natirig,
Governance and Social Responsibility Committeefediif’e on May 21, 2009, Edward M. Philip is schieduto
become the Presiding Director. Interested partiag contact the Presiding Director confidentiallydsnding
correspondence to c/o Presiding Director, Haslmm, P.O. Box 495, Pawtucket, Rhode Island 02866sdhs may
also contact the Board as a whole through the dingsDirector in the manner set forth in the preagdentence.

Board Committees

Audit Committee. The Audit Committee of the Board, which currertfnsists of Basil L. Anderson (Chair),
Michael W.O. Garrett, Tracy A. Leinbach and EdwitdPhilip, held eleven meetings in 2008. The Audit
Committee is responsible for the appointment, careption and oversight of the Company’s independeditor
and assists the Board in fulfilling its responsipito oversee management’s conduct of the Comsdfityancial
reporting process, the financial reports providedhe Company, the Company’s systems of internedaating and
financial controls, and the quarterly review andwal independent audit of the Companfihancial statements. Tl
current Audit Committee Charter adopted by the Basiavailable on the Company’s website at www.hasbm,
under “Corporate — Investor Relations — Corporate&nance.”

The Board has determined that each member of tl @emmittee meets both the Company’s Independence
Standards and the requirements for independencer timel New York Stock Exchange’s corporate goveraan
listing standards. The Board has determined thiaetbf the four current Audit Committee memberss{Ba
Anderson, Tracy A. Leinbach and Edward M. Philipalify as Audit Committee Financial Experts, aststeym is
defined in the rules and regulations promulgatethleyUnited States Securities and Exchange Cononissi

The Board does not have a policy setting rigid ténain the number of audit committees on which a besrof
the Company’s Audit Committee can serve. Insteadases where an Audit Committee member servesooe m
than three public company audit committees, ther@esaluates whether such simultaneous servicednmpair
the service of such member on the Company’s Audih@ittee. No member of the Company’s Audit Comneitte
currently serves on more than three public compamjt committees.

Compensation Committee. The Compensation Committee of the Board, whiaheruly consists of John M.
Connors, Jr. (Chair), Frank J. Biondi, Jr., Kenn&ttBronfin and E. Gordon Gee, held six meeting008. The




Compensation Committee is responsible for estahlisand overseeing the compensation and benefithéo
Company’s senior management, including all of teenfany’s executive officers, is authorized to mgkants and
awards under the Company’s employee stock equatysphnd shares responsibility for evaluation ofCbenpany’s
Chief Executive Officer with the Nominating, Govante and Social Responsibility Committee.

The current Compensation Committee Charter addptetie Board is available on the Company’s welsite
www.hasbro.com, under “Corporate — Investor Refetie- Corporate Governance.” The Board has detednine
that each member of the Compensation Committeesniedh the Company’s Independence Standards and the
requirements for independence under the New YaskkSExchange’s corporate governance listing statsddfor a
further description and discussion concerning tbm@ensation Committee, including its compositiod @
processes and procedures for determining the cosatien of the Company’s executive officers, plessethe
Compensation Committee Report on page 14 of thigypstatement, and the Compensation Discussiorhaaty/sis
which begins immediately thereafter also on pagefliis proxy statement.

Executive Committee. The Executive Committee of the Board, which cotlseconsists of Alan G. Hassenfeld
(Chair), Basil L. Anderson, John M. Connors, JriaB Goldner, Jack M. Greenberg, Edward M. Phitig alfred J
Verrecchia, did not meet in 2008. The Executive @ittee acts on such matters as are specificaligred to it
from time to time by the Board and is vested wittoithe powers that are held by the Board, exteat by law the
Executive Committee may not exercise any powehefBoard relating to the adoption of amendmentkdo
Company’s Articles of Incorporation or By-laws, @tion of a plan of merger or consolidation, theestdase or
exchange of all or substantially all the propentyassets of the Company or the voluntary dissatutiothe
Company. The current Executive Committee Charteptatl by the Board is available on the Company’ssite at
www.hasbro.com, under “Corporate — Investor Refetie- Corporate Governance.”

Finance Committee. The Finance Committee of the Board, which cutyernsists of Edward M. Philip
(Chair), Kenneth A. Bronfin and Jack M. Greenbengt three times during 2008. The Finance Comméssésts
the Board in overseeing the Company’s annual amg-term financial plans, capital structure, uséuofls,
investments, financial and risk management andqeeg significant transactions. The current Finadammittee
Charter adopted by the Board is available on the@amy’s website at www.hasbro.com, under “Corporate
Investor Relations — Corporate Governance.” Ther8bas determined that each member of the Finance
Committee meets both the Company’s Independencei&tads and the requirements for independence dheer
New York Stock Exchan¢s corporate governance listing standards.

Nominating, Governance and Social Responsibility Committee. The Nominating, Governance and Social
Responsibility Committee of the Board (the “NomingtCommittee”), which currently consists of Jack M
Greenberg (Chair), Alan R. Batkin, John M. Conndrsand Paula Stern, met six times in 2008. ThmiNating
Committee identifies and evaluates individuals ijiea to become Board members and makes recommienddb
the full Board for possible additions to the Boardl on the director nominees for election at them@any’s annual
meeting. The Nominating Committee also overseeswailtes recommendations regarding the governante of
Board and the committees thereof, including the @amy’s governance principles, Board and Board cdtemi
evaluations and shares with the Compensation Caesni¢sponsibility for evaluation of the Chief Extree
Officer.

In addition, the Nominating Committee periodicayiews, and makes recommendations to the full @oath
respect to, the compensation paid to non-emploireetdrs for their service on the Company’s Boandluding the
structure and elements of non-employee directompamsation. In structuring the Compasgirector compensatio
the Nominating Committee seeks to attract andmetdéented directors who will contribute signifitiyrto the
Company, fairly compensate directors for their workbehalf of the Company and align the interektiirectors
with those of stockholders. As part of its revieladmector compensation, the Nominating Committeéaws
external director compensation benchmarking studiessure that director compensation is set abresble levels
which are commensurate with those prevailing atiogimilar companies and that the structure ofGbmpany’s
non-employee director compensation programs ic@fein attracting and retaining highly qualifidatectors.
Beginning in 2006 the Company eliminated stockangias part of its noemployee director compensation prog
and the Company is instead granting its non-emglaleectors annual stock
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awards. The Nominating Committee recommended, laa @il Board approved, this change to the Compangn-
employee director compensation program becausebttleaved stock awards would be more effectiveligning
the interests of the non-employee directors wits¢hof stockholders. Also in 2006, the Company tatbdirector
stock ownership guidelines which require that acor may not sell any shares of the Company’s comstock,
including shares acquired as part of the yearlyteguant, until the director holds shares of conmnstock with a
value equal to at least five times the current amployee directors’ annual retainer (currently regg holdings
with a value of $275,000). The grant date valuthefstock awards to directors in May of 2008 wa355100. The
grant date value of the stock awards to be madiéaiy of 2009 is also expected to be $105,000.

Further, the Nominating Committee oversees the Gmyilp codes of business conduct and ethics, and as:
issues of social responsibility and related corfcanduct, including sustainability, philanthragoyd transparency.
The current Nominating, Governance and Social Resipdity Committee Charter adopted by the Boardvailable
on the Company’s website at www.hasbro.com, un@ergorate — Investor Relations — Corporate Goveradn
The Board has determined that each member of tiheifdging Committee meets both the Comparipdependenc
Standards and the requirements for independencer timel New York Stock Exchange’s corporate goveraan
listing standards.

In making its nominations for election to the Bo#ltd Nominating Committee seeks candidates who theet
current challenges and needs of the Board. Asgbdinis process the Committee considers a numbfrcodrs,
including, among others, a candidate’s employmedtather professional experience, past expertide an
involvement in areas which are relevant to the Camyfs business, business ethics and professiopaiaton,
independence, other board experience, and the Gongpdesire to have a Board that represents asbveiix of
backgrounds, perspectives and expertise. The Neimin@&ommittee will consider nominees recommendgd b
shareholders for election to the Board if such matidons are made in accordance with the procedersietin the
following pages under “Shareholder Proposals amddier Nominations”.

The Nominating Committee uses multiple sourcesdentifying and evaluating nominees for director,
including referrals from current directors, reconmai@tions by shareholders and input from third-parigcutive
search firms. Third-party executive search firmgsighe Board by identifying candidates with exjserand
experience relevant to the Company’s business whmterested in serving on the Company’s Boaraé Th
Nominating Committee will consider and evaluatedidates recommended by shareholders on the sariseals
candidates recommended by other sources.

Ms. Leinbach is being nominated for election to Board by the Company’s shareholders for the finsé at
the Meeting. Ms. Leinbach was appointed to the Bediiective July 1, 2008. Ms. Leinbach’s appointtrfetiowed
a search conducted with the assistance of a thirty pxecutive search firm. The third party sedich assisted the
Board by identifying candidates with expertise amgerience relevant to the Company’s business wdre w
interested in serving on the Company’s Board. lxdstnembers of the Board also recommended potential
candidates for evaluation whom they felt possesskesdtant expertise and experience. Ms. Leinbachimitally
identified as a potential Board candidate by then@any’s executive search firm. The Nominating Cotte®i
evaluated Ms. Leinbach, as well as other poteBiiard candidates, including other candidates ifledtby the
third party search firm. Upon completion of its kaxaion, the Nominating Committee recommended Msnhach
to the Board and the Board unanimously voted toepMs. Leinbach as a director.

As of December 10, 2008 (the date that is 120 caledays before the first anniversary of the redetete of
the proxy statement for the Company’s last Annuaklhg of Shareholders) the Nominating Committesk rinat
received a recommended nominee for election t®thead in 2009 from an individual shareholder, arugr of
shareholders, who beneficially owned more than %@ Company’s Common Stock.

Additional Availability of Corporate Governance Materials

In addition to being accessible on the Company’bsite, copies of the CompasyCode of Conduct, Corpor:
Governance Principles and the charters of theGemmittees of the Board of Directors are all addddree of
charge to any shareholder upon request to the Quyigp€hief Legal Officer and Corporate Secretary,

c/o Hasbro, Inc., 1011 Newport Avenue, P.O. Boxd ®awtucket, Rhode Island 02862.
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Shareholder Proposals and Director Nominations
General Shareholder Proposals

Any proposal which a shareholder of the Companyhesso have considered for inclusion in the proxy
statement and proxy relating to the Company’s 28lual meeting must be received by the Secretattyeof
Company at the Company’s executive offices no ldtan December 8, 2009 (the date that is 120 catettays
before the anniversary of the release date of theypstatement relating to the 2009 Annual Meetihg
Shareholders). The address of the Company’s execafiices is 1011 Newport Avenue, Pawtucket, Rhistind
02862. Such proposals must also comply with theratquirements of the rules of the United Statxsufities and
Exchange Commission relating to shareholder prdposa

With the exception of the submission of directomirwations for consideration by the Nominating Comtes,
which must be submitted to the Company in the madascribed below, any new business proposed by any
shareholder to be taken up at the 2010 annual ngedtut not included in the proxy statement or prdating to
that meeting, must be stated in writing and filadthwhe Secretary of the Company no later thand#&@ prior to
the date of the 2010 annual meeting. Except forestedder proposals made pursuant to the precediragpaph, the
Company will retain discretion to vote proxiesta 2010 annual meeting with respect to proposaksived prior to
the date that is 150 days before the date of swetting, provided (i) the Company includes in it4@@nnual
meeting proxy statement advice on the nature optbposal and how it intends to exercise its votiggretion and
(i) the proponent does not issue a proxy statement

Director Nominations

The Company’s By-laws provide that shareholders thaynselves nominate directors for consideraticamat
annual meeting provided they give notice to ther&acy of the Company not less than 60 days noerti@n
90 days prior to the one-year anniversary daté@frnmediately preceding annual meeting and prosjeified
information regarding the proposed nominee and shaheholder proposing such nomination. Nominatioade b
shareholders in this manner are eligible to begiresl by the shareholder to the meeting, but saofinees will no
have been considered by the Nominating Committeerasminee to be potentially supported by the Campa

To be considered by the Nominating Committee, diireigominations must be submitted to the Chief Lega
Officer and Corporate Secretary of the Companp@iGompany’s executive offices, 1011 Newport Avenue
Pawtucket, Rhode Island 02862 at least 120 dags farithe one-year anniversary of the releaseddtbmpany’s
shareholders of the proxy statement for the precegear’'s annual meeting. As such, director nononatto be
considered for the Company’s 2010 Annual Meetinglodreholders must be submitted no later than Dieeef)
2009. The Nominating Committee is only requiredaosider recommendations made by shareholderspopg of
shareholders, that have beneficially owned at [8#sbf the Compang’ Common Stock for at least one year pric
the date the shareholder(s) submit such candidatetNominating Committee and who undertake tdicaa to
hold at least 1% of the Company’s Common Stockufhathe date of the next annual meeting. In aduigo
nominating shareholder(s) may only submit one adatdito the Nominating Committee for consideration.

Submissions to the Nominating Committee shoulduidel(a) as to each person whom the shareholdeogeep
to nominate for election or re-election as a doe¢l) the name, age, business address and resideliress of the
person, (ii) the principal occupation or employmefithe person, (iii) the class or series and nurobehares of
capital stock of the Company that are owned beiadificor of record by the person, (\any other information
relating to the person that would be required tdliselosed in a proxy statement or other filingguieed to be made
in connection with solicitations of proxies for efien of directors pursuant to Section 14 of theusiéies Exchange
Act of 1934, as amended (the “Exchange Act”), dredrules and regulations promulgated thereunder, an
(v) confirmation that the candidate is independentter the Company’s Independence Standards andldseof the
New York Stock Exchange, or if the candidate isindependent under all such criteria, a descripibthe reason
why the candidate is not independent; and (b) siseshareholder(s) giving the notice (i) the name record
address of such shareholder(s) and each partidipamty group of which such shareholder is a mem{gthe clas
or series and number of shares of capital sto¢ckeoCompany that are owned beneficially or of rddmyr such
shareholder(s) and each participant in any grouwpha¢h such shareholder is a member, (iii) if
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the nominating shareholder is not a record hol@i¢éheshares of capital stock of the Company, exédeof
ownership as provided in Rule 14a-8(b)(2) under&kehange Act, (iv) a description of all arrangetser
understandings between such shareholder(s) andeagbsed nominee and any other person or pergarigding
their names) pursuant to which the nomination(g)tatbe made by such shareholder(s), and (v) drer ot
information relating to such shareholder(s) thatldde required to be disclosed in a proxy statéraenther
filings required to be made in connection with sitditions of proxies for election of directors puast to Section 14
of the Exchange Act and the rules and regulatisomplgated thereunder.

The Nominating Committee may require that any psgglonominee for election to the Board furnish satbier
information as may reasonably be required by thmiHating Committee to determine the eligibilitysafch
proposed nominee to serve as a director of the @agprhe written notice from the nominating shatééo
specifying a candidate to be considered as a naniareelection as a director must be accompaniea Wyitten
consent of each proposed nominee for directohigwritten consent the nominee must consent toefilg named
as a nominee for director, (ii) serve as a direatat represent all shareholders of the Compangdardance with
applicable laws and the Company’s Articles of Ipmoation, By-laws and other policies if such noneiieelected,
(iii) comply with all rules, policies or requiremesngenerally applicable to non-employee directéthe® Company,
and (iv) complete and sign customary informatiaguiessts upon the request of the Company.

CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIO NS

The Company has a policy that any transaction whichld require disclosure under Iltem 404(a) of
Regulation S-K of the rules and regulations oflthnited States Securities and Exchange Commissith respect
to a director or nominee for election as a direataust be reviewed and approved or ratified byGbenpany’s full
Board, excluding any director interested in suahnsaction. All other related person transactionglvtvould
require disclosure under Iltem 404(a), includinghaut limitation, those involving executive officeof the
Company, must be reviewed and approved or ratifiedither the Company’s full Board or a committé¢he
Board which has been delegated with such duty. s\roh related person transactions will only be ayguiar
ratified if the Board, or the applicable committfehe Board, determines that such transactionnalimpair the
involved person’s service to, and exercise of judgnon behalf of, the Company, or otherwise craatenflict of
interest which would be detrimental to the Comparhis policy is contained in Section 20, entitlégibtie of
Conduct; Conflicts of Interest and Related PartgriBactions” of the Company’s Corporate Governamceiples.
Although the Company adopted this policy in 200ig, transactions disclosed below, even those eniatietiefore
this policy was adopted, have been reviewed andcbapg or ratified by the Company’s Board.

The Company’s wholly-owned subsidiary, Hasbro Can@drporation (“Hasbro Canada”), leases an offim a
warehouse facility from Central Toy Manufacturimgl (“CTM”"), a real estate corporation which is 26%ned by
the estate of Merrill Hassenfeld, a former Chieé&xtive Officer and director of the Company. Sylkia
Hassenfeld, a former director of the Company antheroof the Company’s former Chairman, Alan G. kassld,
is executrix and a beneficiary of the estate ofiddassenfeld. During 2003 a new lease was signed six-year
term ending on January 31, 2010, with one threesyg®ewal option that Hasbro Canada can exercideand of
the term. The new lease also provided Hasbro Candla right to terminate the lease on January280;, or at
any time thereafter, upon six months’ written netithe rent provided for in this six-year leas8525,000
Canadian per year (approximately $430,000 U.Sxetiange rates in effect at the end of 2008). Imatance with
this new lease, total rent paid by Hasbro Canadzirtd for the lease of the office and warehouselitgdn 2008
was approximately $430,000 U.S. at exchange ratefféct at the end of 2008. In management's opirtiois lease
is on terms at least as favorable as would otherpiesently be obtainable from unrelated parties.

Michael Verrecchia, son of Alfred J. Verrecchiagmployed by the Company as a Director, Entertairirand
Content Manager. For fiscal 2008, Michael Verreachas paid an aggregate salary and bonus of $1298fiscal
2008, Michael Verrecchia was also a participanhanCompany’s equity grant program and pursuametbhevas
granted, at the same time and on the same terthge asvards made to the Compangther participating employe:
a nongqualified stock option to purchase 1,543 sharesafmon stock at an exercise price of $27.095 peestanc
a contingent stock performance award with a tamgetber of 289 shares.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee (the “Committee”) of @menpany’s Board is responsible for reviewing,
approving and overseeing the compensation and ilefmfthe Company’s senior management, includithgf the
Company’s executive officers, and is authorizethttke grants and awards under the Company’s empkigek
equity plans. The Committee operates under a wriharter which has been established by the Comp&oard.
The current Compensation Committee charter is abiglon the Company’s website at www.hasbro.comeunn
“Corporate — Investor Relations — Corporate Govaoes”

The Committee is composed solely of persons whdatte “Non-Employee Directors,” as defined in
Rule 16b-3 of the rules and regulations of the &thibtates Securities and Exchange Commission,arndide
directors,” as defined in Section 162(m) of theetnal Revenue Code of 1986, as amended (the “Cotleé)Board
has determined that each member of the Commitieelépendent under the Company’s Independence &tdsd
and the requirements of the New York Stock Exchangearporate governance listing standards.

The following section of this proxy statement, #etl “Compensation Discussion and Analysis”, cargai
disclosure regarding the philosophy, policies aratesses utilized by the Compensation Committeeviewing
and approving the compensation and benefits o€thrapany’s executive officers.

The Committee has reviewed and discussed with neanegt the Compensation Discussion and Analysish
follows this report.

Based on its review and discussions with managerttenCommittee recommended to the Company'’s full
Board and the Board has approved the inclusiohe@fompensation Discussion and Analysis in thigyro
statement for the Meeting and, by incorporationdfgrence, in the Company’s Annual Report on FodaiKTor the
year ended December 28, 20

Report issued by John M. Connors, Jr. (Chair), kecamBiondi, Jr. and E. Gordon Gee as the memddfeo
Compensation Committee of the Board as of the 21808l year end.

COMPENSATION DISCUSSION AND ANALYSIS

Executive Summary of 2008 Policies and Compensation

The Company is a worldwide leader in children’s &amdily leisure-time and entertainment products and
services, including the design, manufacture andeteng of games and toys. As a family entertainnoemtpany,
the Company looks at a broad range of consumeptsedentertainment and general industry compasdsisines
competitors, including in the hiring and retentafremployees and executives. In the family entent&int and
consumer products markets where the Company comfmtéalent, base compensation, variable incertash
compensation, equity compensation and employesdfibseaee all significant components of a compegétand
effective overall executive compensation package.

The Company utilizes two overarching principlestructuring its executive compensation program.

First, a significant portion of an executive’s aaltcompensation opportunity should be at risk based upon
the performance of the Company. The Company bdiévat the primary responsibility of the Comparngxecutive
team is to drive the performance of the Companyaiedte value for the Company’s shareholders amek ot
stakeholders. As a result, if the Company failadbieve its financial goals, and/or if the Comparshare price do
not rise, the value of the total executive compgosgackages received by the Company’s execuisves
significantly reduced. The Company implements ghiaciple by using variable compensation elemesush as
management incentive plan awards and equity awasds,major component of the total executive corsgison
package.

Second, the Company seeks predominately to rewanalh performance by the Company, or its major
business units, and only to a lesser extent toncwmaividual executive performance. The Companiebes this is
appropriate to foster an environment of team waidk @ maximize the performance of the Companywabdale, as
opposed to individuals within the Company. As ailieshe two most significant variable componerftthe
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Companys executive compensation, namely management iveepléin awards and equity awards, are most he
weighted to achievement of Company goals and Cognparformance. The incentive plan awards reward
achievement of stated Company and business uaitdial metrics, with individual performance playiagmaller
role. Equity awards also reward achievement of Camggoals and Company stock price appreciation.

In light of the Company’s strong performance ircéis2008, which was achieved against the backdfap o
global consumer-led recession, the executive affie@d employees of the Company received abovettpayouts
for 2008 under the management incentive awardswvitanding the difficult economic conditions, whibegan i
early 2008 and worsened as the year went on, imgutie reduction in consumer demand, particulddsing the
holiday season, the Company grew net revenues 508 as compared to 2007, and the Company detivere
eighth consecutive year of growth in earnings para. In addition, 2008 ended the performance ayetier the
contingent stock performance awards which the Camgaanted in July of 2006. The Company’s abovgear
performance against its net revenues and EPS sailgehg the ten-quarter performance period apiplécto these
awards also resulted in an above-target payoutrihdse awards in February of 2009.

The Company’s excellent performance over the kagtisl years has had a significant impact on thkzagion
of value from the variable components of the Comgfsmexecutive compensation package. However, gikien
significant recent decline in the Company’s stodkey which has been driven by the overall dedlinthe stock
market generally, the options granted to execudffieers in fiscal 2007 and fiscal 2008 are unddervas of
March 26, 2009, and the Company’s executive officeitl only realize value in those awards to théeexthat the
Company’s stock price rises above the exercisegifior such options. Notwithstanding the recentidedn the
Company’s stock price though, over the ten-quaretingent stock performance period which endetieaend of
2008, the Company'’s stock price rose from $18.¥3pare on July 3, 2006 to $29.04 per share onibeer26,
2008.

The Committee structures the Company’s compensatiogram in a way it believes appropriately rewards
excellent performance and maximizes future perfoiceawithout encouraging excessive risk takingtheo
behavior on the part of executive officers thatas in the Company’s best interests.

Executive Compensation Philosophy and Objectives

In structuring the compensation of the Company&cexive officers, including the named executiveoeffs
who appear in the compensation tables following @dmpensation Discussion and Analysis, the Cormripany
fundamental objectives are to:

 Attract and retain talented executives who canrdaute significantly to the achievement of the Cemy's
goals,

« Align the interests of the Company’s executiveswiite medium and long-term goals of the Company and
the Compan’s shareholders, employees and other stakeho

« Focus executives on achievement of the Companyksdon a manner that fosters team performance and a
team focus

* Reward superior performance by the Company artabgiess units as a whole, and to a lesser extent
superior individual performance, a

« Accomplish these objectives effectively while mangghe total cost of the Company’s executive
compensation prograr

Designing the Executive Compensation Program at Haso

Hasbro’s executive compensation program is stradtwrith input, analysis, review and/or oversigbira
number of sources. Those sources include the:

« Compensation Committee of the Compg’s Board of Directors (th* Committe”),

» Benchmarking studies and other comparative compiensaformation,
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« Qutside compensation consultar
« Compan’s Chief Executive Officer, ar
¢ Compan’s Human Resources Departme

In designing the fiscal 2008 executive compensgtimgram, the Company reviewed benchmarking
information to establish reference points forb@se salaries, (i) management incentive awards(igntotal target
cash compensation (comprised of base salaries andgement incentive awards together). For purpaises
establishing reference points for base salariesagement incentive awards and total target casipensation the
Company reviewed the Hewitt Executive Total Compéins Measurement Survey, prepared by Hewitt Asdesi
LLP, and Towers Perrin’s Executive CompensatioraDahk. The Towers Perrin survey is employed by the
Company to compare itself to other companies oflairsize, in terms of revenues and other financiatrics. The
Hewitt survey is focused on industry type, as oppd® company size, and captures other companiehwhve a
business similar to that of the Company. Withirstheurveys the Company focused on the followinggygf
companies: (i) companies in the general industtggmry with total annual revenues ranging from #®hb to
$6 billion within Towers Perrin’s Executive Compatien Databank, and (ii) approximately 36 consupreducts
and consumer facing companies, with median anmvainues of $7.8 billion, within the Hewitt Exec&iVotal
Compensation Measurement Survey.

The Company does not benchmark its equity compiemsavery year, but does so regularly. In struciits
equity compensation program for fiscal 2006 the Gany conducted a detailed review of two benchmarkindies
to establish reference points, Towers Perrin’s bttee Compensation Databank, mentioned above, dshee
Mercer executive compensation database. WithitMéeer database the Company focused on companibe in
general industry category with annual revenuesirgnigetween $1 billion and $6 billion. The Compangquity
compensation program for fiscal 2008 was not charsignificantly from the program in fiscal 2006 distal 2007
As part of the process for structuring the 2008tgqerogram, the Committee had Mercer provide réagfiormatior
and analysis to update the benchmarking informaignformed in 2006. The Company plans to reviewitamfl
benchmarking data as necessary to establish refepints for equity compensation in the processroicturing its
equity compensation program in future years.

The Company selected the sets of benchmarkingdistassed above because they are comprised o&d bro
range of companies which are considered compatalzled competitive with the Company in terms of the
challenges faced by such companies and their exedatams, and the skills and experience requiyetthé
executive teams in leading such companies. In wengecompensation reference points, the Compangngély
seeks to have a total compensation package fex@sutive officers that falls between the 50th @bth percentiles
of compensation at comparable companies in thehmearking surveys. The Committee believes thatgbstions
the Company’s compensation program at a levelatas the Company to effectively hire, retain andtivate
talented executives. This approach also enableGdhgpany to keep the cost of the Company’s exeeutiv
compensation at a reasonable level as compareti¢o similar and/or competitive companies.

However, while the Company believes it is importanperiodically review benchmarking data to detieem
how the Company’s executive compensation programpeoes to the programs used by other comparable
companies, such reference points are only one elensed in structuring the Company’s executive cemsation
program. Other key factors impacting the Compangisipensation decisions are the Company’s overriding
executive compensation program goals of driving gany performance and fairly rewarding executive
contributions to the achievement of the Compangidgzmance goals.

In reviewing the proposed fiscal 2008 compensatimgram, the Committee worked with Mercer (“Merger”
who served as an outside compensation consultatidagCommittee. Although Mercer has performed wiorkhe
Company in the past, in fiscal 2008 Mercer onlyf@ened work for the Committee. For its work witlspect to the
2008 compensation program, Mercer was retainediy reported directly to, the members of the Conemit
Mercer advised the Committee with respect to thm@idtee’s review of the Company’s 2008 executive
compensation programs and provided additional médion as to whether the Company’s anticipated 2008
executive compensation programs were competitive veere effective in promoting the performancehef t
Company’s executives and achievement of the Comipdimancial goals.
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In addition to the work performed by Mercer dirgdthr the Committee with respect to the 2008 conspéion
program, Watson Wyatt Worldwide (“Watson Wyatt") suetained by the CompasyHuman Resources departn
to perform analysis on the Company’s proposed cosgtéon program, including its competitiveness with
comparable companies and effectiveness in promatitigrewarding performance and achievement of the
Company’s goals. As part of this work, Watson Wyatisted the Company with the preparation of corsgt@on
information presented to the Committee at varitmes, as well as certain of the compensation tadoldsother
information included in the Company’s proxy statame

The Company’s Chief Executive Officer, Senior VResident of Human Resources, and Chief Legal €ffic
each attend portions of the meetings of the Coremittiowever, the Committee also regularly consideds
discusses issues and the Company’s compensatigrapme without the presence of any officers of tbenBany.

For Named Executive Officers other than the Chieddtitive Officer, as well as for the Company’s othe
executive officers, the Company’s Chief Executiiic@r makes recommendations for each individual's
compensation package to the Compensation Comniitt@eaking these recommendations the Chief Exeeutiv
Officer considers the individual’'s performance, demarking information and input from the Companisman
Resources Department. The Committee then disctissss recommendations with the Chief Executived®ffibotl
with and without the presence of the Company’s @evlice President of Human Resources and outside
compensation consultants. The Committee furthéevesrand discusses these recommendations in exe@assio
without any members of management present. FoCktief Executive Officer, the Committee directly ei@hines
the compensation package, receiving input as indesppropriate from the Company’s Human Resources
Department, benchmarking information and the Coe®is outside compensation consultant. The Comenitteo
received input from the Company’s Senior Vice Rfest of Human Resources in structuring the comgimsgor
the Company'’s Chief Executive Officer. Other thhe Company’s Senior Vice President of Human Ressuthe
Committee does not receive a recommendation detGhief Executive Officer's compensation from amgmber
of Company’s management. In addition to being neeitt and approved by the Committee, the compensation
package for the Company’s Chief Executive Officerdviewed and approved by the full Board. The Cdtem
does not delegate, to management or any otheepaits duties to review the Company’s executivepensation
programs.

Although the Company considers the requiremen@aafe Section 162(m), and the accounting treatmfent o
various forms of compensation, in determining tleenents of its executive compensation program enthe exter
it is consistent with meeting the objectives of @@mpany’s executive compensation program, strastauch
compensation to maximize the ability of the Comptmgeceive a tax deduction for such compensatian,
Company feels strongly that maximizing the perfanoeaof the Company and its executives is more itappthan
assuring that every element of compensation complith the requirements for tax deductibility un&ection 162
(m). The Company selects performance goals unsleaiiable compensation programs that are intetwbd
objective within the meaning of the Code, suchdsewing certain net revenues, operating margee frash flow c
earnings per share goals. However, in certaintsitosithe Company may feel a particular goal iy \wemportant to
the Company, even though it is not objective witthi@ meaning of the Code. The Company reservesgheto
compensate executives for achievement of such tgsc or to reflect other individual performanceasures in an
executive’'s compensation, even if they do not cgrmgth the requirements of Section 162(m).

The Company does not have a formal policy requiergcutives to forfeit compensation, either cashaor-
cash, to the Company in the event that thereiisamdial restatement or some other negative ocecerafter such
compensation is paid. However, there are legalipimvs under the Sarbanes-Oxley Act of 2002 whézfuire
forfeiture of some elements of compensation inatersituations. The full Board, the Committee amel Company’s
senior management are committed to an environmenhich all of the Company’s officers and employaesin
accordance with the highest ethical standardsraadéordance with all legal and accounting requéneis: Any
failure to do so will be dealt with on a case bgechasis by management, the Committee and the Boatee
manner they deem appropriate.
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Primary Elements of 2008 Executive Compensation
Executive compensation for fiscal year 2008 waspmsad of four primary elements:

 base salary

¢ management incentive awar
* equity awards, an

» employee benefit:

The Company uses these four elements in the cotidninabelieves appropriately divides the compéiasaof
its executives among fixed and variable compon&udme variable compensation is tied to achievemieygarly
financial objectives. Other compensation, such@®p grants vesting over multiple years and penmce share
awards with multi-year performance periods, are teethe achievement of longer-term financial g@aid the
creation of longer-term shareholder value. The Camgpseeks to have its overall compensation package
significantly comprised of variable performancedzhglements. As an illustration of this approa¢ivino Goldner’s
total compensation for fiscal 2008, as reportethéexSummary Compensation table appearing on pagé thé
proxy statement, over 79% of the value of the totamhpensation was comprised of equity awards arfdnpgance
based non-equity incentive plan compensation. Téragany believes this fosters a performance-driventadity
and best serves the interests of the Company susthiteholders, since the compensation of the Coy'ga
executives is significantly dependent upon achiear@nof the Company’s financial goals and the copadif
shareholder value. Each of these compensation atsrizedescribed in detail below. In structuringsé elements
the Company and the Committee review each elemreahandividual basis, as well as review them mality as
part of an overall target compensation packages plocess includes reviewing tally sheets for ed¢he executivi
officers which set forth total target compensafimnthe officer, and within that total summarize tiarget level for
each element and the portion of total target corsatéon comprised of the various compensation elésnen

Base Salary

Normally the Company would have five Named Exeautdfficers appearing in its compensation tablethén
proxy statement. However, because both Mr. Veriacahd Mr. Goldner served as Chief Executive Offiziethe
Company for a portion of fiscal 2008, the Compagyeiporting compensation for fiscal 2008 for altofasix
officers. The salaries for all six of the Companiamed Executive Officers in fiscal 2008 are inelddn the
Summary Compensation Table that follows this repidre Companys philosophy is to only increase executive |
salaries in the event of changes in responsibpigyticular achievements or lack of competitivenggl market
compensation offered to executives with similapogsibilities, expertise and experience in otheregal industry
and consumer products companies the Company cessalbe comparable and/or competitive with the Gany.
Consistent with this philosophy, Mr. Verrecchia,.Milling and Mr. Frascotti did not receive increasn base
salary during 2008.

Mr. Goldner, Mr. Hargreaves and Mr. Nagler did ieeancreases in base salary in 2008. In connegtitim his
promotion to President and Chief Executive Offiddr, Goldner’'s annual base salary was increased $800,000
to $1,000,000 effective in May of 2008. In connewctith Mr. Hargreaves’ promotion to Chief OperatiDfficer
and Chief Financial Officer, Mr. Hargreaves anriege salary was increased from $600,000 to $700n00@y of
2008. As a result of its review of compensationdomparable positions at companies in the benchmanleys the
Company increased Mr. Nagler’'s base salary to $086in March of 2008. Although Mr. Billing was nathamed
executive officer of the Company in 2007, Mr. Bili’'s base salary was increased from $375,000 t@,$90Q in
December 2007 in connection with his promotion tob@l Chief Development Officer.

According to the last set of data which the Compawewed at the end of fiscal 2008, the base issléor the
Named Executive Officers (excluding Mr. Verrecchidno was in his last year of employment with therpany
and who ceased to be an employee of the Compabeoamber 31, 2008), in fiscal 2008 ranged betwkem fth
and the 66" percentiles of base salaries for comparable positat companies contained in the benchmark surveys
reviewed by the Company.
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Base salaries for new executive officers are iytiset at a level the Company determines represant
competitive fixed reward to the executive. By “catifive”, the Company means the reward is sufficter(i) hire
the executive in question, rather than losing peaison to a competitive employment opportunity,rétain the
executive, and (iii) fairly compensate the exeaufor their responsibilities, skills and work. Tligsdone by
evaluating the responsibilities of the positionniggiilled, the experience of the individual beirigeld and the
competitive marketplace for comparable executilenta

As part of its effort to control expenses and naimprofit levels in the current difficult econontimes, the
Company has taken a number of steps for 2009. Tiheksle a worldwide salary freeze, excepting @ityations
where people are promoted, take on significanttawidil responsibilities, or increases in salaryraauired for lege
or other reasons. Consistent with the Company'&ytb freeze the salaries for its employees in®@0e base
salaries for Mr. Goldner, Mr. Hargreaves, Mr. Naghr. Billing and Mr. Frascotti have not been iaased for
fiscal 2009. Mr. Verrecchia retired as an officed@mployee of the Company effective December 8282

Management | ncentive Awards
Summary of 2008 Management | ncentive Awards

Approximately 24% of the Company’s employees, idiig all of the Named Executive Officers, received
management incentive awards with respect to fidd@8. The management incentive award is performbased,
with payout of these awards tied to the achieveroésapecific yearly performance objectives by tt@pany. This
is in contrast to equity awards, which althouglo glerformance based, are designed to reward achénteof
specific performance objectives and/or stock paigpreciation over periods longer than one year.

Management incentive awards for the Company’s dkexofficers for fiscal 2008 were determined untieo
programs, the 2004 Senior Management Annual Pedioce Plan (the “Annual Performance Plan”) and 9@82
Management Incentive Plan (“MIP”). Additional détedncerning these two plans, the manner in whicards are
structured and administered under the plans, andifferences between the plans, is set forth beldegpite certai
differences in the two plans, however, both the vaiiPerformance Plan and the MIP use the same &igoo
performance criteria and targets.

The Committee established the fiscal 2008 corpaatkbusiness unit performance goals for the Cognpan
under these two plans in the first quarter of fig€#08. These performance goals were based or0b® @oerating
plan and budget approved by the Company’s Boaittin§eerformance goals involves both selecting the
performance metrics that will be used to evaluaiauls eligibility and establishing the performaraeyéts for each
of those metrics. The Committee used three perfocaanetrics to measure corporate performance i8.206e
three corporate performance criteria, and thepeetve weights, were as follows: (i) total neterues (40%),

(i) operating margin (40%) and (iii) free cashvilg20%). The Committee selected these three pedinoa metrics
to capture the most important aspects of the topoattom line performance of the Company, in thenfof sales,
profitability and cash generation. Business unifggenance objectives were based on the first twihese criteria,
namely total net revenues (50%) and operating maE§1%). Free cash flow is not used as a busingiss u
performance objective because its computation aanaxcur for the Company at the corporate levee T
Committee sets the relative weighting among théoperance metrics in accordance with the relativpdnance of
those metrics, in the Committee’s view, to the Camps performance and the strength of the Compamysiness.
All of the Named Executive Officers had their ma@agnt incentive award opportunities determinedusietly by
corporate performance in 2008.

The table set forth below provides the 2008 corigotetal net revenues, operating margin and freh daw
performance targets, as well as the Company’s bgtuormance against those targets. The Compaiisal
weighted performance in fiscal 2008 correspondeal 167% weighted payout against achievement ofatfyet
corporate performance goals. The total weightedpgpercentage of 117% against target (based dorpence
against the three corporate performance metrigamgrirom 95% to 130%) reflects that performancderrthe
plans is leveraged, both in a positive and negatirection. As a result, when performance againatget is
surpassed, the plan recognizes incremental gaerstarget performance to an increasingly greatemthe more
the target is exceeded. Similarly, leverage isiadgb reduce awards to an increasingly dispropoaie extent as
performance falls further below target.
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2008

Weighting Under 2008 2008 Performance a: 2008 2008

Incentive Award Performance Actual a Percentage c Payout Weighted
Performance Measure Opportunity Target Performance(1 Target Percentagt Payout
Total Net Revenue 40% $3.97 billior $4.02 billior 101% 10% 41%
Operating Margir 40% 13.00% 12.30% 95% 90% 36%
Free Cash Floy 20% $366 millior $476 millior 13(% 20(% 40%

(1) In accordance with the plan documents, actual padiace with respect to the targets is computedirnoreate
the impact of certain events and transactions waietconsidered extraordina

The Committee sets the corporate and businesperidrmance goals under the management incentare pl
awards at levels it believes require strong peréoroe for a target payout and superior performanica freater th¢
target payout. The corporate performance goalfifoal 2008 represented the following increases tve
Companys actual or targeted performance in fiscal 2003rder to achieve 100% of target performance, {gltoet
revenues, a 3.5% increase over 2007 actual netuese (i) operating margin, an increase from #rgdt operating
margin of 11.98% in 2007 to a target of 13.00%00&, and (iii) free cash flow, an increase fromtdmget of
$316 million in 2007 to a target of $366 million2008.

For Mr. Verrecchia, Mr. Goldner and Mr. Hargreawehp all participated in the Annual PerformancenRia
2008, fiscal 2008 management incentive award oppdits were structured in terms of maximum peribies
payouts corresponding with various levels of Conypgaerformance. In every case these awards courdiibe
reduced, but not increased, at the sole discrefitile Committee. To assist in making decisiontashen, and to
what extent, to exercise this negative discretioretiuce the bonuses which are otherwise paydigeommittee
set personal objectives for each of Mr. Goldner lsindHargreaves for fiscal 2008 as well. The exeels
achievement of these personal objectives are thed as one of the factors to be considered by timen@ttee in its
determination whether to apply any negative digoneto the amount of the bonus which may othenbis@aid to
Mr. Goldner or Mr. Hargreaves based upon the Colyipachievement of its corporate performance m&tiic no
event may performance against these individualotivgs increase in any way the bonus which mayaie {o
Mr. Goldner or Mr. Hargreaves. Among the persoig¢ctives set by the Committee for Mr. Goldner and
Mr. Hargreaves for fiscal 2008 were that the Comyfmrevenue growth in 2008 (i) include growth acrtise pre-
school, games and girls categories, and (ii) alslude growth across the North American, Europewh a
International businesses. Based upon the Compady% weighted payout against achievement of itparate
performance objectives in 2008, the Annual PerfartealPlan allowed for payment of the maximum managgm
incentive award to each of these three officer2@8. In each case, the maximum incentive awar@368 for the
executives participating in the Annual PerformaRtan was set at three times the executive’s bdap/sa

Considering the Company’s 5% growth in net revenné&908, eighth consecutive year of earnings pares
growth, and strong overall performance, while i@ thidst of a global consumer-led recession, asag#lach of the
three executive’s contribution to that performarag] the performance of Mr. Goldner and Mr. Hargesaagainst
their personal objectives, the Committee determinezkercise partial negative discretion with respe the awards
payable to Mr. Verrecchia, Mr. Goldner and Mr. Haayes. In each case the executive was paid a @iy
incentive bonus the Committee believed appropsateflected the executive'respective significant contributions
achieving the Company’s performance in 2008. Thaubes paid to Mr. Verrecchia, Mr. Goldner and
Mr. Hargreaves reflected 69%, 91% and 73% respagtf the maximum bonus each such executive coate
received under the 2004 Plan for the Company’&fi2608 performance.

For Mr. Nagler, Mr. Billing and Mr. Frascotti, whaarticipated in the MIP in 2008, their fiscal 2008
management incentive award opportunities, rathar theing structured as a range of maximum awards
corresponding to various levels of performanceragdarget, were instead set to provide for a pagb80% of bas
salary for target performance. A range of payosta percentage of target then corresponded toge 1@in
performances against target both above and bel®#&1Threshold performance for each given finanuietric
under the MIP is set at 80% of target performancgiirposes of the achievement of that goal cautinl to payot
of the management incentive award. An 80% achientfea performance goal under the MIP equatesa@ba
payout against that goal. In addition to takingiatcount Company performance, the MIP, unlikeAheual
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Performance Plan, also allows for a multiplier pfta an additional 25% in recognition of superierfprmance
against individual performance objectives. The mmaxin management incentive award which could hava paé&
to each of Mr. Nagler, Mr. Billing and Mr. Frasddtr fiscal 2008 was 180% of their respective bsakaries.

The 117% weighted payout against the corporatepagnce goals in 2008 corresponded with approximate
117% of the target payout for each of Mr. Nagler, Billing and Mr. Frascotti under their managemiecentive
awards for 2008.

According to the benchmarking data reviewed byGbenpany the target management incentive award
opportunities for Mr. Nagler, Mr. Billing and Mr.r&scotti, for whom target awards are set, rangéddsn the 4&
and the 59 percentiles of target cash management incentiwedsrat companies in the benchmarking surveys.

Additional Detail on 2008 Management I ncentive Awards

The Annual Performance Plan has been approvedeb@dmpany’s shareholders and is intended to alow f
the deduction by the Company of the bonuses pdidoiered employees” as defined in Code Sectior{(rh$2The
Committee is not able to increase the award paymdsr the Annual Performance Plan to reflect disanary
factors or individual performance. The Committee/ronly exercise negative discretion to reduce agjaimas low
as 0%, that would otherwise be payable to partitpander the terms of the Annual Performance Rlarihe
extent that the Committee determined it was appaitgoto reward Mr. Goldner, Mr. Verrecchia or Mratgreaves
for achievement of subjective goals or individuatfprmance, the Committee would need to award eliggrary
bonuses outside of the Annual Performance PlarthbleMr. Goldner, Mr. Verrecchia nor Mr. Hargreaveseived
a discretionary bonus award for fiscal 2008.

The MIP is not a shareholder approved plan. Thagny difference in administering the MIP, as coneplaio
the Annual Performance Plan, is that under the i&PCompany is able to adjust actual award payeiitser up or
down, based upon individual performance. Bonusasegaunder the MIP are subject to adjustment dowthiaas
low as 0% and upward by a factor of up to an adidéi 50% (25% in the case of officers at the l@fér. Nagler,
Mr. Billing and Mr. Frascotti), based on individysgrformance against specified individual managerobjectives
under the MIP.

In all cases, the bonuses for performance undeAtimeial Performance Plan and the MIP for executifieers
were reviewed and approved by the Committee. Tinedes for the Company’s Chief Executive Officer &indef
Operating Officer were also reviewed and approwethb full Board.

In addition to establishing the performance critennd target performance objectives for each stitdria, in
the first quarter of 2008 the Committee also eshbt (i) maximum awards for the executives paséiting in the
Annual Performance Plan and (ii) target bonus asvardi threshold and maximum awards for each execatficer
participant in the MIP corresponding with varioaséls of performance against the designated casparal, to the
extent applicable, business unit objectives. Mansge incentive bonus targets and/or maximums wafratdevels
the Committee believed appropriately rewarded #ezetive in question for their responsibility ame tcontribution
which would be required from such executive for @mmpany to achieve its stated objectives. The mai
awards for each of the Named Executive Officerfid8, as well as the threshold and target awardsdmed
Executive Officers participating in the MIP Plame ancluded in the Grants of Plan-Based Awardset#iht follows
this discussion.

Long-Term Equity Awards

Prior to fiscal 2006, the Company had granted atrath®f the equity awards to the Company’s empésyim
the form of nongqualified stock options, generally vesting in arlnnstallments over three years. These options
designed to motivate and retain those individualeyr a period of multiple years, who are most intquairto the
Company'’s future success. Stock options are alsiged to align the interests of employees witlséhof
shareholders by providing employees with a befifith price appreciation in the Common Stock afier date of
grant and to hold employees accountable for detigestock price appreciation to the shareholdetb®iCompany.

In structuring the 2008 (and prior to that the 2&@d 2006) equity compensation program the Comenitte
believed it was important to retain stock optioesasignificant element of the program to contitwuachieve the
motivational benefits of rewarding key employeeasdppreciation in the Company'’s stock price overchurse of
multiple years. However, in light of the many marfactors that can impact an individual companysk
performance, other than the performance of the emyftself, and the consequent imperfect connedi@ween a
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company’s stock price performance and the perfoomari the underlying business, as well as the atouy
changes effective in fiscal 2006 which eliminataddrable accounting treatment for stock optionsemthnced the
attractiveness of other stock compensation vehithesCommittee felt it was important beginnin@B06 to have a
significant portion of the value of the Companytgigy compensation program tied to achievemenpetsic
internal financial goals for the Company, rathentlust stock price appreciation.

For fiscal 2008, the Committee approved targel eqaity award values for each of the Company'gikele
employees. These targets were expressed as a fsg@eaf each individual’'s base salary. For the NhEveecutive
Officers the total target equity award values i0&0as a percentage of their base salaries, wéod@ss: Brian
Goldner, 200%, Alfred Verrecchia, 400%, David DHrgreaves, 175%, Barry Nagler, 150%, Duncan Bjjlin
150% and John Frascotti 150%. Since these levels &t at the beginning of 2008, the target leseMr. Goldner
does not reflect his subsequent promotion to Peesidnd Chief Executive Officer in May of 2008.

In all cases the final target equity award valuesenset at levels the Committee believed would esate the
individual for future achievement of the Companigsg-term financial goals and stock price appréaiain a
manner commensurate with their duties and conidbstto the performance of the Company and itskstas is the
case with management incentive plan awards, tHerpesince metrics are designed to reward Company
performance, as opposed to individual performance.

The target equity award value for each eligible kyge was then divided evenly between two awardsyp
non-qualified stock options and performance shas&rds, such that 50% of the total equity award ealould be
represented by each type of award. This even divisf the award value reflected the Committee’selb¢hat over
the performance period the realization of equitaalwalues should be equally divided between aehnignt of the
Company’s longer-term internal financial targetd &me Company'’s stock price appreciation.

For the 50% of the equity award value in 2008 whigs made in the form of stock performance awdhidse
awards provide the recipient with the potentiatéon shares of the Company’s common stock baséteon
Company’s achievement of stated cumulative dil@aichings per share (“EPS”) and cumulative net negen
(“Revenue”) targets over a three-year period bagmdanuary 2008 and ending December 2010 (thddieance
Period”). The cumulative net revenue and dilutethiegs per share targets were taken from the Copipéomg-
term strategic plan and, as is the case with thi@meance levels under the Annual Performance Riahthe MIP,
were set at levels which the Committee determinedlgvrequire strong performance from the Compang,ia turr
its executives, in order to achieve a thresholdpgyand superior performance to achieve a higier target
payout.

The Company considers the specific target EPS aveiie levels for ongoing performance periods to be
confidential information which would harm the Compaf it were disclosed, as they are based on dentfial
internal plans and forward-looking expectationsaning the Company’s performance over a multi-ysaiod.
However, the targets are based on the same Boprdwga operating plan which is used in settinggrenfince
targets under the Annual Performance Plan and BHRvell as on the longer-term strategic operatlag ppproved
by the Board. The following table shows the shagopts, as a percentage of the target number oésleavered b
a stock performance award, corresponding with warcombined levels of achievement against the ElIS a
Revenue targets.

Revenues Measure

Revenues of a

Least Target Bul Revenues of a
Revenues 10% o Not 10% or Least 90% of Revenues o
More Over More Over Target But Less ~ Under 90% of
EPS Measure Target Target than Target Target
EPS 10% or more over Targel 125% 115% 105% 62%
EPS of at least Target but not 10% or more over Taget 115% 10C% 95% 50%
EPS of at least 90% of Target but less than Target 105% 95% 85% 0%
EPS under 90% of Target 62% 5C% 0% 0%
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90% achievement of each target under the contirggenk performance awards was established as shthice
to that metric contributing to the ultimate awaayput. Each stock performance award has a targebeuof share
of common stock, a portion of which may be earngthle recipient if the Company achieves at lea% @@ the
stated EPS and/or Revenue targets over the Perfiomizeriod. For example, 90% achievement of botheof
performance metrics corresponds with a plannedyayo85% of the target number of shares. The hcwaber of
shares to be received at the end of the Perfornfaeged can be below or above the target numbexcbais the
actual levels of the target performance achieveinagthe two metrics. In all cases the Commitétains the right
to reduce the number of actual shares receivedipnt$o any award to any level, including 0%, te ¢xtent it
believes the actual payout should be below the rurcdlled for by the award agreements.

For the first grant of contingent stock performaaeerds, which were made in July of 2006, the parémce
period ended in December 2008. The table set furtbw shows how the Company performed againstéte n
revenues and EPS performance metrics set forthei2®06 contingent stock performance awards. Tvente
performance of 109% of target, and the EPS perfocmaf 116% of target, together resulted in a payader thes
contingent stock performance awards of 115% ofetarg

Actual Performance Under the 2006 Contingent StocRerformance Awards

Target Actual
Performance Performance % of Target
Cumulative Revenues $8,812,335,00  $9,639,416,00 10%
Cumulative EPS $ 432 % 5.0z 11€%

Shares earned under the July 2006 contingent peri&rmance awards were earned and paid to retspien
February of 2009.

In determining the 2008 equity award target vathesCommittee did not feel that past equity awatusuld
have a significant impact. However, in conjunctiith the Company’s stock ownership guidelines, \latdce
described below, the Committee is reviewing eaatcetive officer's progress in achieving their taggkstock
ownership level as a criterion in establishing fattarget equity grant levels. To the extent timabficer is not
making sufficient progress toward achieving andntzning the targeted stock ownership level, eqgignts to the
officer in the future may be reduced.

The Company does not manage the timing of equéntgrto attempt to give participants the benefinaterial
non-public information. Grants are made at timesmvthe Company believes it is not in possessionaiérial non-
public information and when major subsequent anoenrents are not currently anticipated. Furthematiion
grants are made with an exercise price at or ath®saverage of the high and low sales prices oCibmpany’s
common stock on the date of grant.

The Committee believes the equity compensation dsvarthe Company’s executive officers are appatertio
properly incent these officers to achieve maximwerfgrmance, and to align their interests with thokthe
Company'’s shareholders, while not incenting thecatiee officers to take undue risks or otherwidestactions
which are contrary to the best interests of the gamy.

The stock option and performance share award graite Company’s named executive officers in 28G8
reflected in the Grants of Plan-Based Awards t#imé¢ follows this report. The grant date for then@pany’s yearly
stock performance awards and options in fiscal 200&ficers and other eligible employees was Fakyrd 3, 2008.

The Company has only infrequently used restrictedksand restricted stock units as a reward arehtiein
mechanism. Mr. Goldner was granted 57,787 restristeck units in connection with his promotion te$tdent and
Chief Executive Officer in May 2008. In 2008, ndnet executive officers received grants of restdct®ck or
restricted stock units.

The Company has share ownership guidelines whiplyap all employees at or above the Senior Vice
President level. The share ownership guidelinexbéish target share ownership levels which exeestare
expected to achieve over a five-year period and thaintain, absent extenuating circumstances wdnieh
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approved by the ComparsyHuman Resources Department, for as long as émegin with the Company. The tar
ownership levels are expressed as a percentape ekecutives’ base salary and range from 50% arfybase
salary for certain Senior Vice Presidents to 500%ase salary for the Company’s Chief Executiveicaft

In making the yearly equity grants the Committeecsfically approves the grants for every membethef
Company’s senior management team, which includesyeaxecutive officer. The Committee also apprabestotal
equity grant pool for all other eligible employedghe Company, with the individual grants fromtthaol being
made from a list prepared by the Company’s senemagement which is available for the Committeelgens.
Other than the annual equity grants, off-cycle gogiants are made during the year generally anthé case of
new hires or in connection with significant pronowis. All of these off-cycle grants are also revidwmad approved
by the Committee.

Executive Benefits

In addition to receipt of salary, management ineenawards and equity compensation, the Company’s
U.S. based officers also participate in certain leyge benefit programs provided by the Company.

Beginning in 2008, the Company provides retirentemefits to it employees primarily through the 4Q1(
Retirement Savings Plan (the “401(k) Plan”) andSkheplemental Benefit Retirement Plan (the “Supeletal
Plan™). The Company’s Pension Plan (the “PensiamPlwas frozen effective December 31, 2007. ThHeaaned
401(k) Plan and Supplemental Plan, which are desdrstarting on page 33 of this proxy statementyige
company matching contributions, an annual compamyribution of 3% of aggregate salary and bonusaand
transition contribution ranging from 1% to 9% foetyears 2008 through 2012 for participants meetértpin age
and service requirements. In lieu of the annualgamy and transition contributions, Mr. Verrecchia a
Mr. Hargreaves receive certain retirement bendfgsussed below. Other executive officers are ldkgio
participate in the 401(k) Plan and the Supplemeri@h on the same basis as all other U.S. Hasbpiogees.

Executive officers hired prior to December 31, 208htinue to participate in the Pension Plan &eddiension
portion of the Supplemental Plan, which is desctistrting on page 33 of this proxy statement, éxtept for
Mr. Hargreaves who is discussed below, will notraeadditional benefits after December 31, 200%esthese
plans are frozen.

The Supplemental Plan is intended to provide a atitie benefit for executive officers whose emm@py
provided pension benefits and retirement contringiwould otherwise be limited. However, the Sup@etal Plan
is designed only to provide the benefit which tkeautive would have accrued under the Company’siBerPlan
and 401(k) Plan if the Code limits had not appliedoes not further enhance those benefits.

The amount of the Company’s contributions to the@d executive officers under both the 401(k) Plaoh the
Supplemental Plan (401(k)), are included in thd @ther Compensation” column of the Summary Compgos
Table that follows this report.

Mr. Verrecchia is party to a Post-Employment Agreatnwith the Company which provides certain enhdnce
retirement benefits. The Post-Employment Agreerisedéscribed starting on page 35 of this proxyestant. In
light of the significant reduction in projectediretnent income resulting from the retirement progradesign, the
Company elected to provide Mr. Hargreaves, whobiees with the Company for 26 years, with a retineime
agreement which effectively grandfathered for Margteaves the Company’s retirement program asstimaffect
prior to January 1, 2008. Mr. Hargreaves retirenagméement is also described starting on page 84soproxy
statement.

The executive officers of the Company are eligiblelife insurance benefits on the terms applicabléhe
Company’s other employees. In addition, prior ® fetirement from the Company on December 31, 2008,
Mr. Verrecchia was provided with executive lifeunance. The cost of the Company’s premiums for atkee life
insurance programs for Mr. Verrecchia is includethie “All Other Compensation” column of the Sumynar
Compensation Table.

The Companys executive officers participate in the same médind dental benefit plans as are provided t
Company’s other employees.
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Executive officers are also eligible to participatehe Company’s Nonqualified Deferred CompensaBtan,
which is available to all of the Company’s emplay&éio are in band 40 (director level) or above wehos
compensation is equal to or greater than $105,602G08 ($110,000 for 2009). The Nonqualified Deddr
Compensation Plan allows participants to defer aamption into various hypothetical investment vigisicthe
performance of which determines the return on corsaon deferred under the plan. Potential investrokoices
include the Company’s Common Stock, as well asrathaity indices. Earnings on compensation defelosethe
executive officers do not exceed the market retomthe relevant investments and are the sameeastilrns
earned by other non-executive officer employeesrdi@fy compensation into the applicable investnveticles.

The Company reimburses designated executive officerthe cost of certain tax, legal and finanpianning
services they obtain from third parties provideat tuch costs are within the limits establishedhgyCompany. Th
annual limit on these costs for the Chief Execu®ficer is $10,000, and for the other designatestative officers
is $5,000. The cost to the Company for this reiraborent to certain of the named executive officeisdluded in
the “All Other Compensation” column of the Summ@&gmpensation Table.

Change of Control and Employment Agreements

Mr. Goldner, Mr. Hargreaves and Mr. Nagler, areytr Change in Control Agreements with the Compamy
addition, Mr. Goldner is party to an additional @gment with the Company governing his employmedt an
providing certain post-termination benefits andmpants. Mr. Verrecchia is also party to a post-eyplent
agreement with the Company providing certain enbdrenefits. Mr. Hargreaves is party to an agreémen
grandfathering certain aspects of the Company’sipamlans for him. All of these agreements, amdhyments
which the executive can receive in certain situegtj@re described in detail under the caption “Agrents and
Arrangements Providing Post-Employment and Changeontrol Benefits” that follows this report. The@mittee
authorizes the Company to enter into Change of iGbat other employment related agreements witlcetees
only in those situations where the Committee fdeisg so is necessary to recruit and/or retaimibst talented
executives and to provide optimal incentive toaRecutive in question to work to maximize the perfance of the
Company and the creation of long-term value forGoenpany’s shareholders. The change in controligians in
these agreements are generally double-trigger §ioms in that the executive officer receives basefder the
agreements only if, following a change in conttbg individual executive officer is either termiedtby the
Company without cause, or leaves on account oftewenich qualify under the definition of good reaso the
agreement. The Company believes that dotridger change in control agreements are genemadigt appropriate
that an executive would only be compensated iretleat that the executive was no longer employel thi¢
Company following the change in control.

However, the Company’s equity compensation plameggly provide that equity awards (including
performance share awards) for all participantdunling the Company’s named executive officers yfultst in the
event of a change in control of the Company. Théigigant is entitled to receive the value of saebards either in
cash or shares of the Company'’s stock, determméuki Committee’s discretion, following such chaimgeontrol.
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EXECUTIVE COMPENSATION

The following table summarizes compensation paithieyCompany for services rendered during fiscaB20
fiscal 2007 and fiscal 2006 by any person servitha Company Chief Executive Officer during any part of fis
2008, by the Company’s Chief Financial Officer daydthe three other most highly compensated exeeaffficers
of the Company in fiscal 2008 (to the extent thaytwere executive officers during the year in tjoes.

Summary Compensation Table

Change in
Non-Equity Pension
Incentive Plan  Value and All Other
Stock Option ~ Compensatior NQDC  Compensatior

Name and Principal Positior Year Salary(a) Bonus Awards(b) Awards(b) (a)(c) Earnings(d) (e) Total
Brian Goldner(f) 200¢ $ 920,76¢$ O $1,641,97. $ 872,76: $ 2,500,000 $ 53,66( $ 332,07 $ 6,321,24.
President and Chi¢ 2007 800,00( 0 790,60¢ 862,01: 2,400,00¢ 272,51( 173,910  5,299,04i
Executive Officel 200¢€ 794,61¢ 0 280,83 962,28 2,000,00t¢ 134,67: 101,59( 4,273,991
Alfred J. Verrecchia(g 200¢ 1,200,001 0 3,095,97' 3,311,74 2,500,000 4,611,89 298,38t 15,018,01
Chairman of the Boar 2007 1,200,001 0 1,750,60! 4,376,86. 3,600,001 5,305,011 264,53t 16,497,02
200€ 1,000,001 0 366,69. 2,492,15. 3,000,00' 1,385,401 162,03¢  8,406,28!
David D.R. Hargreaves(l 200¢ 660,38« 0 644,72¢ 512,08( 1,450,000 1,777,64! 132,62: 5,177,46!
Chief Operating Office 2007 600,00( 0 352,25¢ 516,46t 1,500,001 196,10- 83,000  3,247,82!
and Chief Financial Office 200€  494,23: 0 68,75¢  662,51: 700,00( 228,83« 55,65¢  2,209,98!
Barry Nagler 200¢ 490,38« 0  490,47¢ 390,47t 340,00( 39,74 111,03¢ 1,862,12:
Chief Legal Officer ant 2007  475,00( 0 288,99¢ 465,34t 570,00( 144,13( 63,50  2,006,97.
Corporate Secretal 200¢€ 475,00( 0 65,31¢ 652,55¢ 500,00( 94,71( 46,50( 1,834,08:
Duncan Billing 200¢ 403,84¢ 0 288,09: 234,15« 290,00( 46,92¢ 87,461 1,350,48.
Global Chief Development Offic
John Frascott 200¢ 400,48( 0 102,74« 87,73¢ 275,00( 0 24,76¢ 890,72°
Global Chief

Marketing Officer

(a) Includes amounts deferred pursuant to the Compai®f¢k) Plan and Non-qualified Deferred Compensatio
Plan (the"Deferred Compensation P”).

(b) Reflects the net accounting expense recognizetiddZompany for stock and option awards to the named
executive officers. Please see note 11 to the diahstatements included in the Company’s Annugid®eon
Form 10-K, for the year ended December 28, 200& fdetailed discussion of assumptions used innglu
options and stock awards generally, and see foa{@)tto the following Grants of Pldased Awards table fo
discussion of certain assumptions used in valuqugtg awards made to the named executive offic

In each of the years shown, these executives wargeyl non-qualified stock options and contingémtls
performance awards. The grant date values of #eseds in 2008 are reflected in the Grants of Based
Awards Table which follows this table. Mr. Goldneas also granted restricted stock in 2006 andicésstrstocl
units in 2008

(c) For Mr. Goldner and Mr. Verrecchia these amountssist entirely of the management incentive awasisedl
by such executives under the Company’s 2004 S&mémragement Annual Performance Plan for their
performances during fiscal 2008, fiscal 2007 asddi 2006. For Mr. Hargreaves these amounts caofsise
management incentive award earned by Mr. Hargreawedsr the 2004 Senior Management Annual Perfora
Plan for fiscal 2008 and fiscal 2007, and under2b@6 Management Incentive Plan for fiscal 2006. Fo
Mr. Nagler, Mr. Billing and Mr. Frascotti, these aunts consist entirely of the management incergivards
earned by such executives under the Com's Management Incentive Plan for the applicable.)

(d) The amounts reflected in this table primarily cehsi the change in pension value during fiscal®®&cal
2007 and fiscal 2006 for each executive. The sicgmift increase in Mr. Verrecch@Change in Pension Value
fiscal 2007 and fiscal 2008, as compared to fi20&l6, and Mr. Hargreaves’ Change in Pension Val908,
as compared to fiscal 2007, results largely fromfttt that the pension benefit is computed asetion of a
rolling five-year compensation average and Mr. ¥echia’s and Mr. Hargreaves’ eligible compensatias
increased in recent years due to higher incentivepensation earnings resulting from the str
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performances of the Company, as well as the fatthti. Verrecchia was promoted to President an@fChi
Executive Officer of the Company six years ago, BndHargeaves was promoted to Chief Financial caffj
and more recently in 2008, to Chief Operating @ffi

The amounts reflected in this table also includefdilowing amounts which were earned on balanceleuthe
Supplemental Plan and are considered above makéte Company paid interest on account balancesaae
of 7%, when 120% of the applicable I-term rate was 5.299

2008
Brian Goldnel $ 7,751
Alfred J. Verrecchic $19,56:
David D.R. Hargreave $ 5,25¢
Barry Naglet $ 3,99/
Duncan Billing $ 2,102

Does not include the following aggregate amountsisical 2008, fiscal 2007 and fiscal 2006 respetyi, which
were earned or lost by the executives on the balah¢i) compensation previously deferred by therder the
Deferred Compensation Plan and (ii) amounts preslocontributed by the Company to the executivesoaint
under the Supplemental Plan (401(

2008 2007 2006
Brian Goldnel $ (81,06) $ 22,38: $ 74,68(
Alfred J. Verrecchi: $(1,012,79) $313,36: $281,30:
David D.R. Hargreave $(1,041,04) $170,19: $325,66¢
Barry Nagler $ 5,02¢ $ 10,69¢ $ 8,56¢
Duncan Billing $ (106,29 N/A N/A
John Frascot $ 0 N/A N/A

Except as set forth above, earnings on compenspaitéviously deferred by the executive officers andhe
Company’s prior contributions to the SupplementahRlo not exceed the market returns on the retevan
investments which are earned by other participseliscting the same investment optic

(e) Includes the following amounts, for fiscal 200&ctl 2007 and fiscal 2006 respectively, paid byGbepany
for each named executive officer in connection wiftrogram whereby certain financial planning, legeal tax
preparation services provided to the individual@ai for by the Compan

2008 2007 2006
Brian Goldnel $ 0 $ 0 $ O
Alfred J. Verrecchic $7,85C $10,00C $9,50(
David D.R. Hargreave $3,00C $ 5,000 $5,00(
Barry Nagler $5,00C $5000 $ O
Duncan Billing $ 0 N/A N/A
John Frascoti $ 0 N/A N/A

Includes the Company’s matching contribution toheiadividual’'s savings account, the annual company
contribution, as well as the annual transition dbntion, if applicable, for each individual undée 401(k) Plan
and the Supplemental Plan, such amounts as fol

2008 2007 2006
Brian Goldnel $332,07° $173,917 $101,59(
Alfred J. Verrecchia $288,00( $252,00( $150,00(
David D.R. Hargreave $129,62. $ 78,00( $ 50,65¢
Barry Nagler $106,03¢ $ 58,50( $ 46,50(
Duncan Billing $ 87,46 N/A N/A
John Frascot $ 24,76« N/A N/A
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These amounts are in part contributed to the iddaf's account in the 401(k) Plan and, to the exterkiess ¢
certain Code maximums, deemed allocated to theitheil's account in the Supplemental Plan (401

Also includes $2,536 in premiums paid in fiscal 0fiscal 2007 and in fiscal 2006 by the Comparnyaio
individual life insurance policy for Mr. Verrecchi

() Mr. Goldner became President and Chief Executiiee@fof the Company on May 22, 2008. Prior thereto
Mr. Goldner served as Chief Operating Officer &f @ompany

(9) Mr. Verrecchia became Chairman of the Company’'sr@oa May 22, 2008. Prior thereto, Mr. Verrecchia
served as President and Chief Executive Officeh@fCompany. Mr. Verrecchia ceased to be an emelof/éhe
Company on December 31, 20!

(h) Mr. Hargreaves became Chief Operating Officer ef@ompany in May 2008. Mr. Hargreaves remains Chief
Financial Officer of the Company as well. Priorréte Mr. Hargreaves served as Executive Vice Peesjd
Finance and Global Operations, and Chief Finar@ftiter.

* % %
The following table sets forth certain informatiggarding grants of plan-based awards for fiscaB20 the
named executive officers.

Grants of Plan-Based Awards

All All Other

Other Option Closing Grant
Stock Awards: Market  Date Fair
Estimated Future Payouts Estimated Future Payouts Awards: Number of Exercise Price Value of
Under Non-Equity Under Equity Number Shares  Price of onthe Stock and
Incentive Plan Awards Incentive Plan Awards of Underlying Option  Date of Option
Name Grant Date Threshold _Target Maximum Threshold Target Maximum _ Shares Options  Awards _Grant _Awards(e)
Brian Goldnel 2/6/0¢(a) $2,762,30
2/13/0¢(b) 15,43¢ 30,87¢ 38,59¢ $ 836,58!
2/13/0¢(c) 164,60¢ $27.09 $ 27.11 750,61
5/22/0¢(d) 57,781 2,000,001
Alfred J. Verrecchi: 2/6/0¢(a) 3,600,001
2/13/0¢(b) 46,31¢ 92,62¢ 115,78! 2,509,75!
2/13/0¢(c) 493,82° 27.09t $ 27.11 2,251,85.
David D.R. Hargreave 2/6/0¢(a) 1,981,15
2/13/0¢(b) 10,131 20,26: 25,32¢ 548,99¢
2/13/0¢(c) 108,02¢ 27.09¢ 27.11 492,59:
Barry Nagler 2/6/0¢(a) $176,53¢ $294,23(  882,69(
2/13/0¢(b) 6,875 13,75( 17,18¢ 372,55t
2/13/0¢(c) 73,30¢ 27.09¢ 27.11 334,26:
Duncan Billing 2/6/0¢(a) 145,38! 242,30t 726,92:
2/13/0¢(b) 5,97C 11,94( 14,92¢ 323,51«
2/13/0¢(c) 63,657 27.09¢ 27.11 290,27¢
John Frascot 2/6/0¢(a) 144,17 240,28t  720,86:
2/13/0¢(b) 6,151 12,30: 15,37¢ 333,32
2/13/0¢(c) 65,58¢ 27.09¢ 27.11 299,07:

(a) For Mr. Goldner, Mr. Verrecchia and Mr. Hargreattesse management incentive awards were made ptits
the Company’s 2004 Senior Management Annual Pedoom Plan. For Mr. Nagler, Mr. Billing and
Mr. Frascotti these management incentive plan aswarete made pursuant to the Company’s 2008 Manageme
Incentive Plan

(b) All of these contingent stock performance awardsevgganted pursuant to the Company’s Restated 30k
Incentive Performance Plan (the “2003 Plaihese awards provide the recipients with the gtititearn share
of the Company’s Common Stock based on the Compagtievement of stated cumulative diluted earnings
per share (“EPS”) and cumulative net revenue (“Raes”) targets over a thrgear period beginning January
2008 and ending December 2010 (the “PerformandedP®rEach Stock Performance Award has a target
number of shares of Common Stock associated with award which may be earned by the recipientdf th
Company achieves the stated EPS and Revenuesstaggdor the Performance Period. Upon a Change of
Control, as defined in the 2003 Plan, all stocKqremance awards will be canceled in exchange fgnat in
the amount of the product of the highest price paich share of Common Stock in the transactiosesies of
transactions pursuant to which the Change of Cbshall have occurred or, if higher, the highegiomnted sale
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price of a share of Common Stock during the siy-gderiod immediately preceding the date of thergbaof
Control, and the target number of shares applicablke award. This payment will be made in casbhares of
Common Stock, or a combination thereof, in therdison of the Compensation Committ:

(c) All of these options were granted pursuant to @32Plan. These options are non-qualified, weratgthwith
an exercise price equal to the average of the dnighlow sales prices of the Company’s common sbocthe
date of grant, and vest in equal annual installsiewmer the first three anniversaries of the datgrant. All
options become fully vested in the event of dediggbility or retirement at the optioneaiormal retirement de
and are exercisable for a period of one year fioendiate of such disability or retirement, or in thse of death,
from the appointment and qualification of the execuadministrator or trustee for the optioneetais An
optionee taking early retirement may, under certacumstances, exercise all or a portion of thioog
unvested at his or her early retirement date andewrarcise such options for three months or suebdo period
as the Compensation Committee may approve. Untesswaise approved by the Compensation Committéts
discretion, upon termination of employment for atlyer reason, only options vested at the dateeof th
termination may be exercised, and are exercisabla period of three months following terminati

Upon a Change of Control, as defined in the 20@8 Rill options become immediately exercisablewitidbe
canceled in exchange for payment in the amourfiefitfference between the highest price paid felnae of
Common Stock in the transaction or series of tretim@s pursuant to which the Change of Controlldieale
occurred or, if higher, the highest reported splee of a share of Common Stock during the sixdy-geriod
immediately preceding the date of the Change oftt©brand the exercise price of such options. Paigment
will be made in cash or shares of Common Stocls, @mbination thereof, in the discretion of the @emsatiol
Committee. Participants may exercise options atigfgdax withholding liabilities by payments insfaor by
delivery of Common Stock equal to the exerciseguaind the tax withholding liability. In additionaricipants
may instruct the Company to withhold shares is®iapbn exercise in satisfaction of tax withholdiiagpility.

(d) Mr. Goldner was granted 57,787 restricted stocksweffective upon his promotion to President an@gfCh
Executive Officer. The grant date fair value fastaward was based on the average of the highcanttading
prices on the date of grant of the award, which $8&61 per sharn

(e) The Grant Date Present Values for options wererahited using the standard application of the Bl&ckoles
option pricing methodology using the following wkigd average assumptions: volatility 21.96%, din@igield
2.95% and a risk free interest rate of 2.71% baseithe options being outstanding for approximatiely and a
half years. The Grant Date Present Values do ketitdo account risk factors such as non-transflinabnd
limits on exercisability. In assessing the GrantddRresent Values indicated in the above tab#hatld be kept
in mind that no matter what theoretical value ecpld on an option on the date of grant, the ulématue of the
option is dependent on the market value of the Com8tock at a future date, and the extent if agywhbich
such market value exceeds the exercise price odateeof exercise. The grant date fair valuestfercontingent
stock performance awards were based on the avefalge high and low trading prices on the daterahg of
these awards, which was $27.095 per st

Please see note 11 to the financial statementsdedlin the Company’s Annual Report on Form 10eK tie
year ended December 28, 2008, for a detailed dismusf the assumptions used in valuing these nptimc
stock awards

* % %
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The following table sets forth information for etyuawards held by the named individuals as of tiee @& the
Company'’s 2008 fiscal year.

Name

Brian Goldnel

Alfred J. Verrecchii

David D.R. Hargreave

Barry Nagler

Duncan Billing

John Frascott

Outstanding Equity Awards at Fiscal Year-End

Option Awards

Stock Awards

Equity Incentive

Equity Plan Awards:
Incentive Equity Incentive Market or
Plan Awards: Number Market Plan Awards: Payout Value
Number of ~ Number of Number of of Shares Value of Number of of Unearned
Securities Securities Securities or Units Shares or Unearned Shares, Units
Underlying  Underlying Underlying of Stock Units of Shares, Units o1 or Other
Unexercisec  Unexercised Unexercised  Option That Stock That Other Rights Rights That
Options Options Unearned Exercise Option Have Not Have Not That Have Not Have Not
#) #) Options Price Expiration Vested Vested Vested Vested
Exercisable Unexercisable (#) 3) Date (#) 3) #) ($)(d)
77,781(h) $2,258,93. 50,80(@)$ 1,475,26.
29,35¢b) 852,55
30,87¢c) 896,63
100,00( — — $17.968! 4/24/201:
75,00( — — $18.575( 5/19/201:
150,00( — — $20.432! 5/19/201:
90,00( — — $20.570( 5/18/201:
120,93° 60,46¢(e) — $18.815( 7/26/201:
40,96: 81,924(f) — $32.425( 5/23/201:
—  164,60(g) — $27.095( 2/12/201!
0 $ 0 127,004a) $ 3,688,13:
88,074b) 2,557,64
92,62¢(c) 2,689,91
142,50( — — $35.406: 5/10/200¢
75,00( — — $32.187¢ 5/10/200¢
175,00( — — $16.335( 4/24/201.
200,00( — — $17.968! 4/24/201.
175,00( — — $11.160( 12/29/201:
250,00( — — $15.875( 5/13/201:
200,00( — — $18.575( 5/19/201:
250,00( — — $20.432! 5/19/201:
280,00( — — $20.570( 5/18/201:
302,34:  151,17i(e) — $18.815( 7/26/201:
122,88t 245,77((f) — $32.425( 5/23/201:
— 493,82°(9) — $27.095( 2/12/201!
0 $ 0 23,814a)$ 691,53
19,26¢b)  559,48!
20,264(c) 588,40t
35,00( — — $32.187! 5/10/200¢
40,00( — — $18.575( 5/19/201:
125,00( — — $20.432% 5/19/201:
45,00( — — $20.570( 5/18/201:
56,68¢ 28,34%e) — $18.815( 7/26/201:
26,88: 53,76(f) — $32.425( 5/23/201:
— 108,02(g) — $27.095( 2/12/201!
0 3 0 22,624a)$ 656,97
13,074b) 379,64(
13,75((c) 399,30(
14,50( — — $20.570( 5/18/201.
26,95 26,92'(e) — $18.815( 7/26/201:
18,24: 36,48:(f) — $32.425( 5/23/201-
—  73,304g) — $27.095( 2/12/201!
0 $ 0 11,33%a)$  329,16¢
6,55((b) 190,21:
11,94((c) 346,73t
— 13,49:(e) — $18.815( 7/26/201:
9,14( 18,27¢(f) — $32.425( 5/23/201:
—  63,6519) — $27.095( 2/12/201!
0 3 0 12,304c) $  357,25(
—  65,58((g) — $27.095( 2/12/201!
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(a) These contingent stock performance awards, grantistal 2006, are reflected at 115% of the targehber of
shares for such awards. The performance periothése awards ended at the end of December 200&dut
awards were not actually earned by the recipientié Eiebruary 25, 2009, following certification tife
Compan’s financial performance under those awards atel igkiich yielded a payout of 115% of tarc

(b) These contingent stock performance awards grantésical 2007, are reflected at the target numibshares fc
such awards, even though the performance peridchatiend until December 2009 and there is no asmer
that the target amounts, or even the threshold atepwill be earned under these awa

(c) These contingent stock performance awards grantéisicial 2008, are reflected at the target numibshares fc
such awards, even though the performance peridchatiend until December 2010 and there is no asser
that the target amounts, or even the threshold atspwill be earned under these awa

(d) These amounts were computed by multiplying the remobshares by the closing share price of $29r04 o
December 26, 2008, the last trading day of the Gony's 2008 fiscal yea

(e) The remaining unexercisable options will vest oly 27, 2009, subject to the optionee remaining eygd with
the Company through that dat

(H One half of these unexercisable options will veseach May 24, 2009 and May 24, 2010, subjectdo th
optionee remaining employed with the Company thhoilgpse date:

(9) One third of these unexercisable options will v@stach of February 13, 2009, February 13, 2010 and
February 13, 2011, subject to the optionee remgiamployed with the Company through those d:

(h) This is composed of 20,000 shares of restrictecksdod 57,787 restricted stock units. All of the(®D shares
of restricted shares vested on January 20, 2009f #the 57,787 restricted stock units will vestiay 22, 2011
subject to Mr. Goldner remaining employed with @@mpany through that dat

* k *
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The following table sets forth information concewpiaggregate option exercises and vesting of céstiistock
during the 2008 fiscal year for the named executifieers.

Option Exercises and Stock Vested

Option Awards

Number of Stock Awards
Shares Shares
Acquired on  Value Realizec Acquired Value Realizec
Exercise on Exercise on Vesting on Vesting
Name @) (%) (#) ($)
Brian Goldnel 150,00 $ 2,863,36! — 3 —
Alfred J. Verrecchie 277,00( 5,416,21. — % —
David D.R. Hargreave 185,50( 4,128,141 — 3 —
Barry Nagler 219,90( 3,164,41! — % —
Duncan Billing 80,31¢ 1,243,13! —  $ —
John Frascot — — — 8 —
* * %

The following table sets forth information regamglisach of the named executive officers’ years edlited
service and accrued pension benefits with the Cosnpader plans providing specified retirement payts@and
benefits, including tax-qualified defined benefiaups and supplemental executive retirement plansexcluding
tax-qualified defined contribution plans and noraified defined contribution plans. Informationpsovided as of
the plans’ measurement dates used for financialrtieyy purposes for the Company’s 2008 fiscal year.

Pension Benefits

Present Value ol

Number of Accrued Benefit
Years of Payable at Norma Payments Durinc
Credited Retirement the Last Fiscal
Name Plan Name Service $)@ Year($)
Brian Goldnel Pension Plal 8C $ 91,80: $ 0
Supplemental Pla 8C % 690,54( $ 0
Alfred J. Verrecchit Pension Plal 42.C % 874,77 % 0
Supplemental Pla 42C $ 11,69859 % 0
Pos-Employment Agreemet 43.C % 9,608,93 % 0
David D.R. Hargreave Pension Plal 15.C $ 280,53. $ 0
Supplemental Pla 15.C $ 928,81t $ 0
Retirement Agreemel 26.C % 2,235,36. $ 0
Barry Nagler Pension Plal 8C % 133,10¢ $ 0
Supplemental Pla 8C % 463,53t $ 0
Duncan Billing Pension Plal 16.C $ 204,84¢ % 0
Supplemental Pla 16.C $ 329,78 $ 0
John Frascotti(b Pension Plai N/A N/A N/A

(a) The “Present Value of Accrued Benefit” is the lusym value as of December 28, 2008 of the annualigen
benefit earned as of December 28, 2008 payablerangian for the executive’s life beginning on ttate in
which the named executive officer may commenceraaduced pension under the respective plan, raftect
current credited service, current five-year averagapensation, and current statutory benefit aydipats as
applicable. Certain assumptions were used to daterthe lump-sum values and are outlined belows&he
assumptions are consistent with those used fondiahstatement purposes under FAS 87, excepthbatamed
executive officer is assumed to continue to be eyga until the assumed retirement age (i.e., thdfe
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be no assumed termination for any reason, includeagh or disability). The assumptions are as fdtd(i) the
FAS 87 measurement date is December 28, 2008, ifiassumed that 65% of participants will eletdrap surr
payment and 35% will elect an annuity under thesRenPlan and the Supplemental Plan, that Mr. \éetria
will elect a lump sum and that Mr. Hargreaves wi#ict an annuity for any benefits provided underRiost-
Employment Agreement and Retirement Agreementeisgely, (iii) the discount rate is assumed t®G#1 %
for the Pension Plan, 6.26% for the Supplementa Bhd 6.13% for the Post-Employment Agreement and
Retirement Agreement, (iv) for the Pension PlanthedSupplemental Plan, the lump sum interestisate
assumed to be 5.50%; for the Post-Employment Ageeénump sum payments are calculated using the IRS
interest assumption required of qualified planschitincludes an interest rate of 4.78% for the fixst years,
5.45% for the next fifteen years and 5.45% theeeaft/) for mortality (post-commencement) the R0
mortality tables are used with separate rates fdesnand females for benefits paid as annuitiestaRS tabl
promulgated in Revenue Ruling 2007-67 for bengfitisl as lump sums, (vi) the earliest unreducederaent
age is age 65 for the plans prior to the Janua®pQ@) amendment, and age 55 for the plans followirap
amendment and (vii) all values are estimates adtyal benefits will be based on data, pay andseat the
time of retirement. Mr. Hargreaves is currentlygidie for an unreduced retirement benefit. The eslior

Mr. Verrecchia reflect his actual lump sum detemdias of January 1, 2009. Certain portions ofuhgpl sum
are subject to delay due to Section 409A of theeCédl payments deferred beyond January 1, 200Bbsipaid
with interest accrued at an annual rate of

(b) The Pension Plan was frozen prior to Mr. Frasgoiting the Company

Description of Pension Plans

The Company sponsors the Hasbro, Inc. Pension(flarfPension Plan”) and the Supplemental Benddih P
(the “Supplemental Plan”) for its U.S. employeelse Pension Plan provides funded, tmalified benefits subject
the limits on compensation and benefits applicabiger the Internal Revenue Code. Except for Johadetti, who
joined the Company on January 21, 2008, after émsi@n Plan benefits had been frozen, all of tireathexecutivt
officers participate in the Pension and Supplendttns. Mr. Verrecchia is also eligible for an #igdeial non-
qualified retirement benefit under his Post-EmpleytnAgreement (the “Post-Employment Agreement”)ichis
described in detail in the Employment Agreementtige of this proxy statement. As a result of lésvice while in
the U.K., Mr. Hargreaves accrued a benefit undeiGbmpany’s former U.K. Employee Benefits Plan (lHeK.
Plan™) and the Hasbro International Expatriate RemBlan (the “Expatriate Plan”). As is discussedhie
“Executive Benefits” section of the Compensatiosddission and Analysis, the Company entered intetaidnent
Agreement with Mr. Hargreaves. The Retirement Agreset effectively replaces the benefit accrued utioker
Expatriate Plan while providing for continued pamsaccruals until Mr. Hargreaves’ retirement. Th&.Plan was
closed in 1994 and the accrued benefits under the Rlan were transferred to Legal and General. Chmpany nc
longer has any obligation to pay those benefits.Hérgreaves is, however, entitled to an annuitefiefrom Lega
and General relating back to the closed U.K. PTére Pension Plan, Supplemental Plan, Post-Employmen
Agreement, former U.K. Plan annuity benefit andirRetent Agreement are described in more detailvbelo

The Company does not have a policy of grantingaaidjtional years of benefit service beyond therdigdin of
benefit service within the plans identified aboteyear of benefit service is earned for each yeavhich an
employee completes at least 1,000 hours of sefoictie Company.

Benefits earned under the Pension Plan, the Sugpl@inPlan (Pension) and the Expatriate Plan weezh
effective December 31, 2007. Effective January0D&2 the Company amended its 401(k) Plan to incarde
additional annual Company contribution targete@%tof an employee’s base salary and bonus, whichadddition
to the pre-existing Company matching formula. Iditidn, for eligible employees meeting certain agel service
requirements, there will be an additional annuaigition contribution ranging from 1% to 9% of #raployees’
base salary and bonus during the years 2008 thrd0gp. Annual contributions in excess of IRS lingite provided
on a nonqualified plan basis in the Supplementah P401(k)). Mr. Verrecchia and Mr. Hargreaves wditheir
right to participate in either of these new 40IRkgn features.
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Pension Plan

Effective January 1, 2000, the Company amende@®d#msion Plan as part of an overall redesign of its
retirement programs. The January 1, 2000 amendrt@tiie Pension Plan implemented a number of clsange
Among the significant changes, the amendmentse@#dnsion Plan provided for a lump sum benefincaranual
benefit, both determined primarily on the basiseérage compensation and actual years of serviegioisly year
of service in excess of 30 years were excludedptiher aspect of the amendments made the benefies time
Pension Plan portable after five years of serviith the Company.

Until January 1, 2007, employees working for thempany at the time of the January 1, 2000 amendments
received the greater of the benefit provided byuth@mended plan and the benefit provided by thendaeplan.
For such employees retiring on or after JanuaB00y, to compute their benefits the Company detezmivhat the
employee’s benefits would have been under the Ber&an, prior to the amendment, as of Decembe2@1§. If
the benefits under the Pension Plan, prior to theralment, are higher than the benefits provideddoh employee
under the Pension Plan following the amendmentethployee’s pension benefits are computed by adtieag
benefits accrued under the unamended plan, asadritger 31, 2006, to the benefits accrued undepldre as
amended, for periods of service after January @7 2Bor employees joining the Company after Jantia@000,
benefits will only be computed with respect to Bension Plan as amended. Mr. Goldner and Mr. Naggee hired
after January 1, 2000 and, therefore, are covandby the amended Pension Plan.

Prior to the January 1, 2000 amendment the anmuality under the Pension Plan was computed asiisii{l)
(A) 50% of the person’s five-year average compeosatas reduced by (B) X% of the lesser of (i) pfeeson’s
three-year average compensation and (ii) the persoial security covered compensation, and i) riesulting
amount was then multiplied by the ratio of yearberefit service (not to exceed 30) over 30. Foppses of
computing benefits in this formula X equals: (i)2# the social security retirement age is 65,4i.0 if the social
security retirement age is 66 and (iii) 19.5 if #ueial security retirement age is 67.

If benefits commenced prior to age 65, (A) anddBdve were adjusted separately for early commentease
follows: (A) is reduced by 4% per year until ageab@l on an actuarially equivalent basis thereattelr (B) is
reduced 5/% of 1% for the first 60 months commencement presedeial security retirement age and 5/18f
1% for the next 60 months. Thereafter, (B) is redlion a actuarially equivalent basis. In all caXesbove equals
22.5% for early commencement of benefits.

Following the January 1, 2000 amendment annualignbenefits under the Pension Plan are computed as
follows: (1) (A) 2/3 of 1% of the person’s five-yeaverage compensation is added to (B) 1/3 of 1#eperson’s
five-year average compensation in excess of thlssecurity taxable wage base and the resultinguaiis
multiplied by (Il) the persors years of benefit service. Under the amended plamefits commencing prior to age
are reduced 1/4th of 1% for each month commenceprenedes age 55, with a maximum reduction of 75%.

For purposes of the computations set forth abodeutihe Pension Plan, “five-year average compenmsati
equals the highest consecutive five years of cosgt@n during the last ten years, while “three-y@arage
compensation” equals the three most recent yeaisgdine same five-year period. Compensation inetushlary,
non-equity incentive plan payments and any addiicash bonus (in the year paid) as well as tatifipchelective
deferrals and excludes equity based compensatgmos or retention bonuses and other forms of cesh
compensation that may be taxable to the execu@iwepensation is subject to the maximum limits ingabsnder
the Code (which is $225,000 for 2007).

Participants may elect to receive benefits as glsum payment or one of the annuity forms of paytmen
available under the Pension Plan. Because thepptasides for a lump sum payment, benefits may commaat an
age after termination, once vested (generally &fteryears of benefit service). For early commenent, the
comparison of benefits under the amended and undedeiormulae is determined based on the reducegfiben
under each formula at the commencement age.

As is noted in the description of Pension Plandas#t above, the benefits under this plan weredroeffective
December 31, 2007.
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Supplemental Plan (Pension)

The Supplemental Plan provides benefits determimeigr the same benefit formula as the Pension Bian,
without regard to the compensation and benefittéinmposed by the Code. For determination of Supgtdal Plan
benefits, compensation deferred into the Non-giealiDeferred Compensation Plan is included in e wf
deferral. Benefits under the Supplemental Planedaced by benefits payable under the Pension Phan.
Supplemental Plan benefits are not tax-qualifiedi @@ unfunded.

As is noted in the description of Pension Planswét above, the benefits under this plan weredroeffective
December 31, 2007.

Post-Employment Agreement With Mr. Verrecchia

Mr. Verrecchia’s employment with the Company endédctive December 31, 2008. Mr. Verrecchia is now
serving as the Company’s non-employee ChairmaheoBbard. Mr. Verrecchia has elected to receiverglsum
benefit equivalent to the value of an annuity fa temainder of his life equal to 1.5% of his fixear average
compensation multiplied by Mr. Verrecchia’s yeafservice with the Company, but not to exceed 60%iofive-
year average compensation. This enhanced retirepesefit is reduced by the pension benefits pralidx
Mr. Verrecchia by the Pension Plan and Supplemétgal. The amounts shown in the pension tableatefle
Mr. Verrecchia’s actual lump sum determined asamiudry 1, 2009. Certain portions of the lump suensaibject to
delay due to Section 409A of the Code. All paymeletferred beyond January 1, 2009 will be paid witarest
accrued at an annual rate of 5%.

U.K. Employee Benefits Plan

As a result of his service while in the U.K., Mratdreaves accrued a benefit under the Companytsesiod.K.
Employee Benefits Plan (the “U.K. Plan”) and thesbl@ International Expatriate Pension Plan (thepdEsate
Plan™). The U.K. Plan was closed in 1994 and aruannvas purchased from Legal and General to petie
accrued benefits under the U.K. Plan. The Companipmger has any obligation to pay those benefits.

Mr. Hargreaves is, however, entitled to the annbéwefit from Legal and General relating back ®¢losed U.K.
Plan. The annual single straight-life annuity béresfrned by Mr. Hargreaves under the U.K. Plaaofdke date his
participation in the U.K. Plan ceased was 9,61Tidripounds. This annuity amount is adjusted eaeln for
inflation.

Retirement Agreement With Mr. Hargreaves

Mr. Hargreaves is entitled to a defined benefitfra Retirement Agreement that replaces the benefits
previously accrued under the Expatriate Plan amdiders all of his services with Hasbro, includpegiods in the
U.K. The single straight-life annuity benefit undbe Retirement Agreement is determined as follqiygA) 1% of
five-year average compensation multiplied by (Bargeof benefit service (for this purpose Mr. Haayes is
continuing to accrue years of benefit service)hwitich benefits then being reduced by (l1) the fisngayable fron
the (i) former U.K. Plan sponsored by Hasbro (wtiehefits are now being provided by Legal and Garees a
result of the buyout of deferred pensioners),Rénsion Plan and (iii) Supplemental Plan (pensamefits). Due to
Mr. Hargreaves age and service, benefits undepthaisare payable on an unreduced basis.
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The following table provides information with regpéo fiscal 2008 for each of the named executifiears
regarding defined contribution plans and other phahich provide for the deferral of compensatioradrasis that i
not tax-qualified.

Non-qualified Deferred Compensation

Executive Registrant Aggregate Aggregate
Contributions in ~ Contributions in ~ Earnings in Last ~ Withdrawals/ Aggregate Balance s
Last Fiscal Year Last Fiscal Year Fiscal Year Distributions Last Fiscal Year End
Name Plan Name $)(@) $)(@) ®) ®) ($)(b)
Brian Goldner Nonqualified Deferret $ — $ (113,34) $ — % 199,08:
Compensation Pla $ —
Supplemental Savings PI — 309,07 32,28¢ — 872,71
Alfred J. Verrecchia Nonqualified Deferre« — (1,095,82) 1,275,21(c) 357,09:
Compensation Pla 243,09:
Supplemental Savings PI — 274,20( 83,03: — 1,696,701
David D.R. Hargreaves Nonqualified Deferres — (1,063,344 — 1,664,05:
Compensation Pla 108,01¢
Supplemental Savings Pl — 115,82: 22,301 — 497,94!
Barry Nagler Nonqualified Deferres — (11,956 — 35,577
Compensation Pla 45,00(
Supplemental Savings Pl — 83,03¢ 16,98t — 373,43!
Duncan Billing Nonqualified Deferre« — (115,22 — 140,94:
Compensation Pla —
Supplemental Savings PI — 59,86: 8,921 — 212,73
John Frascotti Nonqualified Deferre« — — — —
Compensation Pla —
Supplemental Savings Pl — 5,11« — — 5,11«

(a) Both the executive and registrant contributiabsve are also disclosed in the preceding Summary
Compensation Table as either salary, non-equitgritice plan compensation or under all other comptaors,
as applicable. Registrant contributions earnedhgu2008 but credited to the account during 200@ealkas
executive contributions on amounts earned durir@g2fut paid in 2009 are included in the table ab

(b) Includes registrant and executive contributionamounts earned during 2008 but credited d@@a9. In
addition to the amounts contributed for 2008, timants below were reported as compensation in prior
Summary Compensation Tables (Mr. Verrecchia has haeamed executive officer since the Non-qualified
Deferred Compensation Plan has been in place, ®ldr@r and Mr. Hargreaves have had their compensati
for fiscal 2000 forward reported as named execudifieers in the Company’s previous proxy stateragahd
Mr. Nagler had his compensation for fiscal 2006v@rd reported in the Compée’s proxy statements

Alfred J. Verrecchi: $2,909,00:
Brian Goldnel $1,040,96!
David D.R. Hargreave $1,858,62
Barry Naglet $ 78,30(

(c) Mr. Verrecchia retired on December 31, 2008, mnaccordance with the terms of the plan anditssibution
election, this payment represents a lump sum digidn of the pr-2005 portion of his account balan

Amounts included in the “Non-qualified Deferred Quansation” table above consist of executive defeaad
registrant contributions under the Supplementah Rlad the Non-qualified Deferred Compensation Rtach of
which are described below.

Supplemental Plan (401(k))

Each of the named executive officers participatethé Supplemental Plan. All registrant contribnsaeflecte
in the preceding table were allocated to the Supeigal Plan. Elective deferrals are not permittedien the
Supplemental Plan. Investment earnings were ciktlitéhe individual account based on the yieldemyear
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treasuries for the period January 1, 2008 throughckl 31, 2008. Beginning April 1, 2008, accountbaks receive
interest at the rate of 7% per year. This rateeotdl the 2008 return, less an allowance for ceggienses, paid by
the insurance company providing this corporate alife insurance product to Hasbro. Matching cdnittions are
fully vested at all times while the annual Company transition contributions are subject to a 3-yeating
requirement, however remaining benefits are sulbgefrfeiture for violations of non-competition oonfidentiality
obligations or for termination due to certain cm@li acts involving Company property. Benefits unither
Supplemental Plan are payable as a lump sum upmimtgion of employment (including retirement arehth),
subject to a six-month waiting period under Codetia 409A, as applicable.

As is noted in the description of Pension Plangas#t in the preceding pages, effective JanuaB008, this
plan was expanded to include new program employetributions in excess of IRS limits.

Non-qualified Deferred Compensation Plan

The Company’s Non-qualified Deferred Compensatimgkam is available to all of the Company’s empks/e
who are in band 40 (director level) or above, idatg the named executive officers. Participants aiefer up to
75% of their base salary and 85% of the awards éheyaid under the Company’s non-equity incerntiaas.
Participant account balances are credited withiegsrbased on the participant’s selection fromligteof
hypothetical investments below. The allocation yidthetical investments may be changed as oftelaias with
the exception of the Company Stock Fund. Seleadfdhe Company Stock Fund is made once per yeabaoome
effective the following January. Rates of returmea (lost) by the named executive officers arestirae as the
rates of return earned (lost) by other participaetscting the same investment choices and afersiein the table
below for fiscal 2008. As such, the Company dodscnasider these rates of return to be “above-ntarkithin the
meaning of the rules of the United States Secarédied Exchange Commission.

Rate of Rate of
Return Return
Investment for 2008 Investment for 2008
Money Marketl 3.02% Large Cap Growtl (47.10)%
Intermediate Boni 4.79% Mid-Cap Core Inde: (41.8))%
Balancec (22.5)% Smal-Cap Core Inde: (33.8)%
Large Cap Valu (36.19% International Equity (44.87)%
S&P 500 Inde» (37.00% Real Returr (7.09%
Large Cap Core (42.50)% Hasbro Phantom Stock Approximates the
rate of return on tf
Company’s

common stocl

Generally, account balances under the plan maylteas a lump sum or in installments over a fiea, dr
fifteen-year period following the termination of playment, except amounts designated as gkant-payouts whic
are payable at a pre-selected date in the futureoént balances may be distributed prior to ret@enin the event
of a financial hardship, but not in excess of thrmant needed to meet the hardship.

Potential Payments Upon Termination or Change in Cotrol; Employment Agreements

The following tables provide information as to th&ue of incremental payments and other beneféswlould
have been received by five of the named execuffigecs upon a termination of their employment wiitie
Company due to various types of situations, or ugpcohange in control of the Company, assuming gerchination
and/or change in control had taken place on Dece2e2008 (the last business day of the Compa2@0s8 fiscal
year). The benefits reflect the closing price & @ompan’s Common Stock of $29.04 on December 26, 2008,
where appropriate, except that in the case of a@ha Control, the benefits reflect a price of 4Z9%per share
(which was the highest price during the sixty dasier to December 28, 2008, as computed in accaalaith the
Companys equity compensation plans). Following these talsi@ narrative description of the plans and ageses
pursuant to which these payments and benefitsayalpe. A table has not been included for Mr. Viezhea becaus
his employment with the Company terminated effecidecember 31, 2008. Included on
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pages 46 and 47 of this proxy statement is a desmniof the actual severance benefits receiveilbyerrecchia

in connection with the termination of his employren

In addition to the benefits detailed in the follogitables, the named executive officers are eligiblreceive
vested benefits under the Company’s pension pladsiaferred compensation plans, to the extent ek, which
are quantified in the preceding tables in this grstatement, as well as benefits under stock opti@id by such
executive officers which are vested and exercisablef the date of their termination. In addititire named
executive officers are eligible to participate lie tCompany’s pogetirement medical program, which is availabli
all salaried employees and provides pesirement life insurance and access to healthragesfunded by the retir

at the same rates as an active employee.

Brian Goldner

Involuntary
Without
Involuntary Cause or for
w/out Good
Cause / Reason(w/
Voluntary Involuntary Voluntary Change
Resignatior for Cause  for Good Reasor  in Control)(a) _Disability Death Retirement
Cash Severance
Base Salar $ 0% 0 $ 1,600,000 $ 2,362,61 $ 0 $ 0 N/A
Bonus $ 0% 0 $ 1,600,000 $ 3,750,000 $ 0 $ 0 N/A
Target Bonus for 200 $ 0% 0 3 0 $ 1,250,000 $ 0 s 0 N/A
Total Cash Severanc $ 0% 0 $ 3,200,000 $ 7,362,61 $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 147,920 $ 0(c)$ 147,92 $ 323,90¢ $ 147,920 $ 0 N/A
Health and Welfare Benefi $ 0% 0 $ 32,34« $  4851¢ $ 0 $ 0 N/A
Outplacemen $ 0% 0 $ 17,00C $ 17,00( N/A N/A N/A
Total Benefits & Perquisite $ 147,920 $ 0 $ 197,260 $ 389,42'$ 147,920 $ 0 N/A
280G Tax Gross-Up N/A N/A N/A $ 4,364,18 N/A N/A N/A
Long-Term I ncentives
Gain on Accelerated Stock Optio $ 0% 0 $ 938,46. $ 967,72: $ 938,46. $ 938,46: N/A
Value of Accelerated Restricted Stc $ 0% 0 $ 2,258,93. $ 2,269,04 $2,258,93. $2,258,93. N/A
Value of Accelerated Performance She $ 0% 0 3 862,45{(d)$ 1,757,021 $ 862,45{(d)$ 862,45{(d) N/A
Total Value of Accelerated Equity Grair  $ 0% 0 $ 4,059,85. $ 4,993,79! $4,059,85. $4,059,85: N/A
Total Value: Incremental Benefits $ 147,920 $ 0 $ 7,457,121 $17,110,02 $4,207,77' $4,059,85: N/A

(&) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natiltés excise tax under Section 4999 of the C«

(b) The incremental amounts shown are in additiotiié¢ amounts disclosed in the Pension Benefite &, with
the exception of the CIC enhancement, result sdtetn differences in timing and form of paymenteTh
incremental values assume that all benefits ai@ g@ia one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢hne Pension Plan table reflects long-term assonsp

used for financial statement purpos

(c) Inthe case of a termination for Cause, norliiee benefits under the Supplemental Plan and®ridner’s
employment agreement, including both pension amlerd® compensation, are subject to forfeit

(d) For purposes of these calculations the targetler of shares is pro-rated for the portion ofgbgormance

period completed as of December 26, 2(
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David D.R. Hargreaves

Involuntary
Without
Cause or for
Involuntary Good Reasor

Voluntary Involuntary Without  (w/ Change ir
Resignatior for Cause Cause Control)(a)  Disability Death Retirement
Cash Severance
Base Salar $ 0% 0 $ 700,00($ 1,633,73. $ 0 $ 0 N/A
Bonus $ 0% 0 $ 0 $ 2,028,000 $ (O 0 N/A
Target Bonus for 200 $ 0% 0 $ 0$ 560,00($% 0 3 0 N/A
Total Cash Severanc $ 0% 0 $ 700,000 $ 4,221,73. $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 140,63: $ 0(c)$ 140,63: $ 1,540,71: $ 140,63: $ 0 $ 140,63¢
Health and Welfare Benefi $ 0% 0 $ 16,17: % 48,51¢ $ 0 $ 0 N/A
Outplacemen $ 0% 0 $ 17,00 $ 17,00( N/A N/A N/A
Total Benefits & Perquisite $ 140,63 $ 0 $ 173,80t $ 1,606,22i $ 140,63 $ 0 $ 140,63¢
280G Tax Gross-Up N/A N/A N/A $ 3,344,93( N/A N/A N/A
Long-Term Incentives
Gain on Accelerated Stock Optio $ 0% 0 $ 0% 517,66:% 499,93° $ 499,93 N/A
Value of Accelerated Performance She $ 0% 0 3 0% 1,153,03: $ 565,98:(d)$ 565,98:(d)$ 565,98:(d)
Total Value of Accelerated Equity Gral $ 0% 0 3 0% 1,670,69: $1,065,91: $1,065,91 $ 565,98:
Total Value: Incremental Benefits $ 140,63 $ 0 $ 873,80t $10,843,58 $1,206,55. $1,065,91i $ 706,61!

(&) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natiltés excise tax under Section 4999 of the C«

(b) The incremental amounts shown are in additoiié amounts disclosed in the Pension Benefite i, with
the exception of the CIC enhancement, result sdtein differences in timing and form of payment.eTh
incremental values assume that all benefits ai g@ia one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢hne Pension Plan table reflects long-term assonsp
used for financial statement purpos

(c) Inthe case of a termination for Cause, noriiea benefits under the Supplemental Plan and érgreaves’
change in control agreement, including both penaiwhdeferred compensation, are subject to forfei

(d) For purposes of these calculations the targetlyer of shares is pro-rated for the portion ofgbgormance
period completed as of December 26, 2(
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Barry Nagler

Involuntary
Without
Cause or for
Involuntary Good Reasor
Voluntary Involuntary Without  (w/ Change ir

Resignatior for Cause Cause Control)(a) Disability Death Retirement
Cash Severance
Base Salar $ 0% 0 $ 495,000(% 1,44519: % 0 $ 0 N/A
Bonus $ 0% 0 $ 0$ 1,254,000 $ 0 3 0 N/A
Target Bonus for 200 $ 0$ 0o 3 0$ 297,000 % 0 s 0 N/A
Total Cash Severanc $ 0$%$ 0 $ 495,00(% 2,996,19 $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 16,58t $ 0c)$ 16,58:$ 102,77¢ $ 16,58: $ 0 N/A
Health and Welfare Benefi $ 0% 0 $ 16,17: % 48,51¢ $ 0 $ 0 N/A
Outplacemen $ 0% 0 $ 17,000 $ 17,00( N/A N/A N/A
Total Benefits & Perquisite $ 16,58t $ 0 $ 49,75°% 168,29! $ 16,58: $ 0 N/A
280G Tax Gross-Up N/A N/A N/A $ 0 N/A N/A N/A
Long-Term Incentives
Gain on Accelerated Stock Optio $ 0$%$ 0 $ 0% 430,93: $417,90¢ $417,90: N/A
Value of Accelerated Performance She $ 0$ 0 3 0$ 782,42 $384,05(d) $384,05¢d) N/A
Total Value of Accelerated Equity Gral $ 0% (O 0 $ 1,213,35/ $801,96: $801,96: N/A
Total Value: Incremental Benefits $ 16,58t $ 0 $ 544,75 $ 4,377,841 $818,54° $801,96: N/A

(&) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natiltés excise tax under Section 4999 of the C«

(b) The incremental amounts shown are in additoiié amounts disclosed in the Pension Benefite i, with
the exception of the CIC enhancement, result sdtein differences in timing and form of payment.eTh
incremental values assume that all benefits ai g@ia one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢hne Pension Plan table reflects long-term assonsp
used for financial statement purpos

(c) Inthe case of a termination for Cause, norliiee benefits under the Supplemental Plan andNégler’'s
change in control agreement, including both penaiwhdeferred compensation, are subject to forfei

(d) For purposes of these calculations the targetlyer of shares is pro-rated for the portion ofgbgormance
period completed as of December 26, 2(
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Duncan Billing

Involuntary
Without
Cause or for
Involuntary Good Reasor
Voluntary Involuntary Without  (w/ Change ir

Resignatior for Cause Cause Control)(a) Disability Death Retirement
Cash Severance
Base Salar $ 0% 0 $ 41250($ 412,50( $ 0 s 0 N/A
Bonus $ 0% 0 $ 0% 0% 0 $ 0 N/A
Target Bonus for 200 $ 0$ 0o 3 0$ 0$ 0 s 0 N/A
Total Cash Severanc $ 0$%$ 0 $ 41250($ 412,50( $ 0 $ 0 N/A
Benefits & Perquisites
Pension(b’ $ 191320 $ 0(c)$ 191,320 $ 191,32 $191,32! $ 0 N/A
Health and Welfare Benefi $ 0% 0 $ 1527¢$ 15,27¢ $ 0 $ 0 N/A
Outplacemen $ 0% 0 $ 17,000 $ 17,0008 N/A $ N/A N/A
Total Benefits & Perquisite $ 191,32' $ 0 $ 223,60:$ 223,60 $191,32 $ 0 N/A
280G Tax Gross-Up N/A N/A N/A N/A N/A N/A N/A
Long-Term Incentives
Gain on Accelerated Stock Optio $ 0$%$ 0 $ 0% 271,79t $261,76¢ $261,76¢ N/A
Value of Accelerated Performance She $ 0$ 0 3 0 $ 539,35! $240,91(d) $240,91((d) N/A
Total Value of Accelerated Equity Gral $ 0% (O 0$ 811,15: $502,68! $502,68! N/A
Total Value: Incremental Benefits $ 191,32' $ 0 $ 636,10 $ 1,447,25. $694,00¢ $502,68! N/A

(&) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natiltés excise tax under Section 4999 of the C«

(b) The incremental amounts shown are in additoiié amounts disclosed in the Pension Benefite i, with
the exception of the CIC enhancement, result sdtein differences in timing and form of payment.eTh
incremental values assume that all benefits ai g@ia one-time lump sum and reflect interest aodatity
assumptions under the Company’s Pension Plan, whé¢hne Pension Plan table reflects long-term assonsp
used for financial statement purpos

(c) Inthe case of a termination for Cause, norliiee benefits under the Supplemental Plan, incigdoth
pension and deferred compensation, are subjeotfiitiire.

(d) For purposes of these calculations the targetlyer of shares is pro-rated for the portion ofgbgormance
period completed as of December 26, 2(
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John Frascotti

Involuntary
Without
Cause or for
Involuntary Good Reasor
Voluntary Involuntary  Without (w/ Change ir

Resignatior for Cause Cause Control)(a) Disability Death Retirement
Cash Severance
Base Salar $ 03 0 $ 425,000 $ 425,000 $ 0 s 0 N/A
Bonus $ 0% (O 0% 0% 0 $ 0 N/A
Target Bonus for 200 $ 0% 0% 0$ 0$ 0 s 0 N/A
Total Cash Severanc $ 0% 0 $ 425,000 $ 425,00( $ 0 $ 0 N/A
Benefits & Perquisites
Pensior $ 0% 0% 0$ 0$ 0 $ 0 N/A
Health and Welfare Benefi $ 0% 0$ 13,66: % 13,66: $ 0 $ 0 N/A
Outplacemen $ 0% 0$ 17,00 $ 17,0008 N/A $ N/A N/A
Total Benefits & Perquisite $ 0% 0% 306653 30,66: $ 0 ¢ 0 N/A
280G Tax Gross-Up N/A N/A N/A N/A N/A N/A N/A
Long-Term Incentives
Gain on Accelerated Stock Optio $ 0% 0% 0% 136,09 $127,56! $127,56! N/A
Value of Accelerated Performance She $ 0% 0% 0 $ 358,84¢ $118,10%b) $118,104b) N/A
Total Value of Accelerated Equity Gral $ 03%$ 03$ 0$ 494,94( $245,67( $245,67( N/A
Total Value: Incremental Benefits $ 0% 0$ 455,66 $ 950,60: $245,67( $245,67( N/A

(&) Inthe event of a Change in Control and no iteation of employment, only the long-term incentixaues
would be payable to the executive and would natiltés excise tax under Section 4999 of the C«

(b) For purposes of these calculations the targetlyer of shares is pro-rated for the portion ofgagormance
period completed as of December 26, 2(
Agreements and Arrangements Providing Post-Employnma and Change in Control Benefits

The Company provides post-employment benefits tiindaroad-based programs as well as individual
agreements for certain executives. Benefits pral/tieough each of the following programs are suniredrbelow
and the value of these benefits in various sitmatie included in the preceding tables.

» Hasbro Equity Incentive Plai

» Hasbro Severance Benefit P!

« Change of Control Agreemer

« Employment Agreement with Brian Goldr

« Pos-Employment Agreement with Alfred J. Verrecc

* Retirement Agreement with David D.R. Hargrea

Benefits Under Hasbro Equity Incentive Plans

The executive officers of the Company and certéithe Company’s other employees have outstandingyeq
awards, in the form of stock options, restrictamtktgrants, restricted stock units and/or contingérck
performance awards, under a number of equity ino@plans, including the Company’s 1995 Stock Irisen
Performance Plan, 1997 Employee Non-qualified SiRlek and Restated 2003 Stock Incentive PerformBlare

Unless modified by the individual equity grant agreents entered into between the Company and antiec
officer, all equity awards (including stock optiomsstricted stock grants, restricted stock umi$ eontingent stock
performance awards) under all of the Company’stgduncentive plans are subject to the post-
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termination provisions which are summarized belbased on the type of termination or the occurrefigechange
of control.

Effect of a Change of Control

Upon a change in control, whether or not an exeeudfficer's employment is terminated, all of swificer’s
options become immediately exercisable and wiltdémeceled in exchange for payment in the amourtief t
difference between the highest price paid for aesb&the Company’s Common Stock in the transaatioseries of
transactions pursuant to which the Change of Cbslrall have occurred or, if higher, the highegiored sales
price of a share of Common Stock during the sixy-gderiod immediately preceding the date of thergkeaof
Control, and the exercise price of such optionss payment will be made in a lump sum in cash are$ of
Common Stock, or a combination thereof, in therdison of the Compensation Committee.

Shares of restricted stock, restricted stock wamitsthe target number of shares subject to conttrejeck
performance awards will become immediately vestamhua change in control and settled in a similanmea as
stock options, described above, except that tisene iexercise price for restricted stock, restiici®ck units or
performance shares, so the value received wilhbgtoduct of the number of shares multiplied leyhfghest price
paid for a share of the Company’s Common Stockénttansaction or series of transactions purswanhtch the
Change of Control shall have occurred or, if higliee highest reported sales price of a share ofr@on Stock
during the sixty-day period immediately preceding tate of the Change of Control.

For purposes of the Company’s equity incentive @ld&hange of Control” bears the same definition as
described in the Change of Control Agreements, lwhre described below.

Disability Termination

If an executive officer's employment with the Compas terminated due to a permanent disabilityumhs
officer, then for such officer’s outstanding equétwards: (i) all unvested stock option awards imiatety vest and
become exercisable for a period of one year folhguthe date of such disability, (ii) all restrictedd restricted
stock unit awards immediately vest and (iii) outsliag contingent stock performance awards remaistanding fo
the remainder of the performance period and agtiakof the performance period the number of shahésh would
have been earned under the award is pro-rated bast portion of the performance period prioth® officer’s
termination due to disability and such pro-ratethber of shares is paid to the officer.

Termination due to Death of an Officer

If an executive officer's employment with the Compderminates due to the officer’s death, therstarh
officer’s outstanding equity awards (i) all unvested stumtion awards immediately vest and become exereidak
a period of one year following the date of deatltherappointment of the executor of such officestate, (ii) all
restricted stock and restricted stock unit awamimédiately vest and (iii) outstanding contingeotktperformance
awards are paid out based on the pro-rated pasfitimee performance period completed prior to tHeef’s death,
with such pro-rated period applied to the targehber of shares subject to such awards.

Retirement

Upon retirement of an executive officer, outstagdguity awards are treated in the following man(igif the
retirement qualifies as normal retirement, wheeedfficer is 65 or older and has five or more yedrservice with
the Company, all stock option awards vest and becexercisable for a period of one year followintireenent and
unvested stock and restricted stock unit awards igsf the retirement qualifies as early retinent under the
equity plans, the Compensation Committee has dieare/hether or not to accelerate the vesting afesited stock
options, restricted stock and restricted stocksuftite preceding tables assume the Compensatiom@m®a does
not exercise its discretion to vest additional eepand (iii) if it qualifies as normal retiremantearly retirement,
unearned performance share awards remain outstpfadithe remainder of the performance period antleaend
of the period the number of shares which are agtearned are pro-rated for the portion of the geenfance period
during which the officer was employed and suchated portion is paid to the retired executive.
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Other Voluntary or Involuntary Terminations

For all other terminations of employment by an exize officer, no additional vesting of equity awaroccurs
as a result of termination but (i) stock optionattivere currently exercisable prior to terminatiemain exercisable
for a period of from three (in the case of stockays granted with an exercise price equal torfearket value on
the date of grant) to six (in the case of stockamst granted with an exercise price in excess®fdir market value
on the date of grant) months following the datéeofination and (ii) all unvested restricted shamed stock units,
and unearned contingent stock performance awarel$odeited.

Hasbro Severance Benefit Plan

The Company’s Severance Benefits Plan providea fmasic level of severance benefits and a moreasitiz
level of benefits, subject to the individual sigmia severance agreement acceptable to the Conmipaese benefits
are provided if the executive is terminated by@wmpany without cause. The benefits shown for Mirgreaves,
Mr. Nagler, Mr. Billing and Mr. Frascotti in the greding tables assume that each officer signs @ptable
severance agreement and is thereby eligible fofoll@ving benefits under the CompasySeverance Benefits Pl
(i) continuation of base salary for a period edoahe greater of 2 weeks for each complete yeaenfice with the
Company or one year, (ii) continuation of HealtWlfare benefits for the same period including roeljidental,
vision and life insurance, with the Company shathmgcost at the same rate as a similarly situat&de employee
and (iii) participation in an outplacement progrdarhe amount shown in the tables above assumeseamef
participation for each of these executives. Howglrenefits under the Company’s Severance Bendéits ¢ease
upon re-employment of an executive, provided thtita individual notifies the Company of the newmoyment,
the Company will provide a lump sum equal to 50%hefremaining severance pay as of the date of new
employment.

Change of Control Agreements

Each of Brian Goldner, David D.R. Hargreaves anthBlagler are parties to change in control agregmes
amended (the “Change of Control Agreements”) with Company. The Change of Control Agreements cotoe i
effect only upon a “Change of Control,” as defirikdrein, and continue for three years after suth @dhe
“Employment Period”).

If, during the Employment Period, an executive'splayment with the Company is involuntarily termiedt
other than for “Cause,” the executive is entitledhe executive’s (a) average annual salary fofitteeyears
preceding the Change of Control (or such lessereuraf actual years employed) plus (b) the greaftéx) the
target bonus during the year of termination andl{g)average annual bonus for the five completatisypreceding
the Change of Control (or such lesser number afshgears employed), in each case multiplied bgehor
multiplied by two if the special bonus describedha following sentence has already been paiddtition, if the
executive remains employed through the first amsagy of the Change in Control the executive vétigive a
special bonus equal to one year’s salary and baonsputed using the five-year look back period dbed in the
prior sentence.

If the executive’'s employment is involuntarily témated other than for “Causéuring the Employment Peric
the executive would also be entitled to an amoqguogkto the shortfall between the actuarial benfitable to the
executive under the Company’s retirement plansrasat of the early termination and the amountekecutive
would have received if the executive had continnettie employ of the Company for the remaindethef t
Employment Period. In addition, the executive draldéxecutive’s family would be entitled to the éouation of
medical, welfare, life insurance, disability antiert benefits for at least the remainder of the Eyplent Period. If
the executive is subject to the payment of ex@saihder Section 4999 of the Code or any tax inghbse
Section 409A of the Code, the Company will pay sexbcutive an additional amount so as to placexeeutive in
the same after-tax position such executive woulcthmeen in had such taxes not applied.

In addition, the Change of Control Agreements peamiexecutive to terminate the executsvemployment fo
“Good Reason” at any time or for any reason duarf-day period immediately following the first ararsary of
the Change of Control and receive the above-destisieverance benefits. “Good Reason” includes ditioin of
the executive’s responsibilities or compensatiefgaation or purported termination otherwise thamegpressly
permitted by the Change of Control Agreements. Wedetain circumstances, certain payments by thegamy
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pursuant to the Change of Control Agreements mapaaeductible for federal income tax purposesyoamt to
Section 280G of the Code.

A “Change of Control” is defined as the occurrenteertain events, including acquisition by a thpatty of
20% or more of the Company’s outstanding votingigées, a change in the majority of the Board,stanmation
of a reorganization, merger, consolidation, sulithasset sale involving, or shareholder appro¥a liquidation o
dissolution of, the Company subject, in each ceseertain exceptions. “Cause” is defined, for usgs of the
Agreements, as demonstrably willful or deliberatdations of the executive’s responsibilities whate committed
in bad faith or without reasonable belief that suidtations are in the best interests of the Compaihich are
unremedied after notice, or conviction of the exiseuof a felony involving moral turpitude.

Employment Agreement with Brian Goldner

In connection with Mr. Goldner’s promotion to Paesit and Chief Executive Officer, the Company and
Mr. Goldner entered into an Amended and Restatepl@ment Agreement (the “Agreement”), effective M2,
2008.

Under the Agreement, Mr. Goldner agrees to sertb@a€ompany’s President and Chief Executive Office
The Agreement has an initial three-year term ergiMay 21, 2011. Thereafter the Agreement is auticady
extended for additional one-year terms unless eftleeCompany or Mr. Goldner provide notice of ifient not to
renew at least 180 days prior to the expiratiothefthen current term.

Pursuant to the Agreement, Mr. Goldner’s annualtzask salary for the remainder of fiscal 2008 wwasciased
to $1,000,000 and Mr. Goldner was eligible to reeei management incentive plan bonus based oget tzfrone
hundred and twenty-five percent (125%) of his edin&se salary for fiscal 2008. Beginning in 2008 tereafter,
Mr. Goldner’s base salary and management incebtiveis award will be reviewed in accordance with the
Companys compensation policies for senior executives aifidoes adjusted to the extent, if any, deemed appate
by the Compensation Committee of the Company’s @o&Directors.

Pursuant to the Agreement, Mr. Goldner was graB#%@d87 restricted stock units. These units willtweone
installment on May 22, 2011, provided that Mr. G@dremains employed with the Company throughdhss. The
shares are subject to earlier vesting in certairagons, such as a change in control of the Companipon the
death of Mr. Goldner.

The Agreement provides that Mr. Goldner will pagate in the Company’s other benefit programs urigier
terms which are extended to senior executives.

In the event that Mr. Goldner’'s employment is teratéd: (A) by the Company for Cause, or at histeledor
other than Good Reason, the Company will pay Mid@er the compensation and benefits otherwise payathim
through the last day of his actual employmentB)rdue to Mr. Goldner’s death or Disability (asidefl in the
Agreement) the Company will pay to Mr. Goldner @& éstate the compensation which would otherwise fheen
payable to him up to the end of the month in whightermination occurs, and all of Mr. Goldner'scét options,
shares of restricted stock, restricted stock wanits performance share awards shall vest in accoedaith their
terms.

If Mr. Goldner’'s employment is terminated by then@many without Cause, or by Mr. Goldner for Good
Reason, and provided that Mr. Goldner complies withterms of the Company’s severance policy, then
(A) Mr. Goldner will be entitled to a severance ambequal to two (2) times Mr. Goldner’s targettcésalary plus
bonus) compensation for the fiscal year immedigbelgr to the year in which the termination occwrhjch
severance amount shall be payable in eighteere@®l monthly installments beginning six montheratfihe date ¢
termination, (B) Mr. Goldner’s life insurance, mealiand dental coverage will be continued for teang on the
same terms such benefits were provided prior titeation, (C) all of Mr. Goldner’s unvested stogitions, and
time-based restricted stock and restricted stods will fully vest and (D) to the extent Mr. Goldnthen holds
contingent stock performance awards for which terégumance period has not been completed, Mr. Guoldill be
entitled to the number of shares which would haaenbearned over the performance period for tamgyddpnance
by the Company, pro-rated for the portion of thplizable performance period completed as of the dat
Mr. Goldner’s termination. If Mr. Goldner beginsrpassible alternate employment during the severance
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period and notifies the Company of such employmatyill receive in a lump sum 50% of any remaining
severance payments due as severance under thenfareand his insurance, medical and dental beneiitend.

For purposes of the Agreement “Cause” shall be @eletm exist upon (a) Mr. Goldner’s refusal to parfo
(i) his assigned duties for the Company; or (i§ dbligations under the Agreement; (b) conduct of &bldner
involving fraud, gross negligence or willful misahrct or other action which damages the reputatfdheo
Company; (c) Mr. Goldner’s indictment for or conidm of, or the entry of a pleading of guilty orla@ontendere
by him to, any crime involving moral turpitude oryefelony; (d) Mr. Goldner’s fraud, embezzlemenbtier
intentional misappropriation from the Company; @r Kr. Goldner’'s material breach of any materidigies, rules
or regulations of employment which may be adopteaineended from time to time by the Company. Goods@r
means: (a) a material reduction in Mr. Goldner’sébsalary or target bonus, without his consengasmsuch
reduction is due to a generally applicable reduciiothe compensation of senior executives, oatbprganizatione
change in which Mr. Goldner no longer serves asiéeat and Chief Executive Officer.

The Agreement contains certain post-employmenticéishs on Mr. Goldner, including a two-year non-
competition agreement. The Agreement does not mddiif Goldner’s existing change in control agreemgith
the Company, dated March 18, 2000. In the eveat@fange in Control (as defined in the change irirob
agreement) the benefits payable pursuant to theefgent will be reduced by any severance benefyjtalppa under
the Change in Control Agreement.

Post-Employment Agreement with Alfred J. Verrecchia

The Company and Mr. Verrecchia entered into a Eagployment Agreement, effective as of March 10,4200
(the “Post-Employment Agreement”). Mr. Verrecchiataployment with the Company terminated effective o
December 31, 2008. In accordance with the Post-&ynmnt Agreement, Mr. Verrecchia is receiving coudition
of his monthly base salary and bonus for eight&&j honths following the termination of his emplogmt, subject
to a six-month delay is certain payments to comgtir the requirements of Section 409A of the Code.

For purposes of the Post-Employment Agreement, hiybiase salary is equal to the annual base sphadyto
Mr. Verrecchia for the fifty-two (52) weeks immethty preceding the week of his termination, dividsdtwelve
(12). The monthly bonus equals the annual targeti®éor Mr. Verrecchia for 2008, divided by twelde).
Mr. Verrecchia is also entitled to continuatiomoédical, dental and certain other benefits duregperiod in whic
he is receiving severance pay under the Post-Emmday Agreement.

The Post-Employment Agreement also provides Mrrétmhia with certain enhanced retirement benefits.
Under the Post-Employment Agreement, Mr. Verrecéhiantitled to receive an annuity benefit, comguiased
upon monthly installments, following the terminatiof his employment for the remainder of his lifieain annual
amount equal to 1.5% of his final average pay &mdd in the Post-Employment Agreement) multiplsd
Mr. Verrecchia’s years of service with the Compadmnyt, not to exceed 60% of final average pay. Mmr¥echia has
elected to receive this enhanced retirement beagft lump sum. The enhanced retirement benefisésreduced
the benefits provided to Mr. Verrecchia by the Fam&lan and Supplemental Benefit Plan.

As is described in the preceding pages, benefiteedaunder the Pension Plan, the Supplemental(Pkmsion)
and the Expatriate Plan were frozen effective Ddmm31, 2007. Effective January 1, 2008, the Companended
its 401(k) Plan to include an additional annual @amy contribution equal to 3% of an employee’s lssary and
bonus, which is in addition to the pre-existing Qamy matching formula. In addition, for eligible ployees
meeting certain age and service requirements, thiflrbe an additional annual transition contrilmutiranging from
1% to 9% of the employees’ base salary and bontrglthe years 2008 through 2012. Annual contrdmaiin
excess of IRS limits are provided on a nonqualifith basis in the Supplemental Plan (401(k))ightlof the
benefits to which he is entitled under the Post-lBympent Agreement, Mr. Verrecchia waived his right
participate in either of these new 401(k) Plandezg during 2008.

In connection with his retirement from the Companiijch was effective on December 31, 2008,
Mr. Verrecchia elected to receive a lump sum bémefilivalent to the annuity benefit he was entitednder the
Post-Employment Agreement. The amounts shown ipémsion table on page 32 of this proxy statenefteat
Mr. Verrecchia’s actual lump sum amount under tbstFEmployment Agreement determined as of
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January 1, 2009. Certain portions of the lump starsabject to delay due to Section 409A of the Cédle
payments deferred beyond January 1, 2009 will gk \p#h interest accrued at an annual rate of 5%.

The Post-Employment Agreement contains certain-@agtloyment restrictions on Mr. Verrecchia, inchagli
an eighteen (18) month non-competition agreemeshipanivisions protecting the Company’s confidential
information.

Retirement Agreement With David D.R. Hargreaves

Mr. Hargreaves is entitled to a defined benefibfra Retirement Agreement that replaces the benefits
previously accrued under the Expatriate Plan amdiders all of his services with Hasbro, includpegiods in the
U.K. The single straight-life annuity benefit undbe Retirement Agreement is determined as follqiygA) 1% of
five-year average compensation multiplied by (Bargeof benefit service (for this purpose Mr. Haayes is
continuing to accrue years of benefit service)hwitich benefits then being reduced by (l1) the fitsngayable fron
the (i) former U.K. Plan sponsored by Hasbro (wHielefits are now being provided by Legal and Gares a
result of the buyout of deferred pensioners),Rénsion Plan and (iii) Supplemental Plan (pensenefits). Due to
Mr. Hargreaves age and service, benefits undepthisare payable on an unreduced basis.

Compensation Committee Interlocks and Insider Parttipation

The members of the Compensation Committee of tredBas of the 2008 fiscal year end were John M.
Connors, Jr. (Chair), Frank J. Biondi, Jr. and Brd&n Gee. None of the members of the Compens@ionmittee
during fiscal 2008 had at any time been an offareemployee of the Company or of any of its sulasids. No
executive officer of the Company served as a mermbtire compensation committee or board of directdrany
other entity which had an executive officer senésga member of the Company’s Board or Compensation
Committee during fiscal 2008.
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COMPENSATION OF DIRECTORS

The following table sets forth information concemgpicompensation of the Company’s directors forafi008.
Mr. Goldner, the Company’s current President an@g{Executive Officer, served on the Board for atjpm of
fiscal 2008, and Mr. Verrecchia, the Company’s fermresident and Chief Executive Officer, also edron the
Company’s Board during fiscal 2008. However, Mrld@r and Mr. Verrecchia did not receive any congadion
for their Board service in fiscal 2008 beyond tbenpensation they received as an executive offitdreoCompany

Director Compensation

Change in

Pension

Value and

Fees Non-Qualified
Earned or Non-Equity Deferred
Paid in Stock Option Incentive Plan Compensatior  All Other
Cash Awards Awards Compensatior Earnings Compensatior Total

Name ®)@ $)(b) $)(b) (%) #)(©) %) %)
Basil L. Andersor $ 5,137 $210,63¢ $ 4,27¢ N/A N/A N/A $220,04t
Alan R. Batkin $ 36,217 $170,94¢ $ 0 N/A $ 16,49: N/A $223,65:
Frank J. Biondi, Jr. $ 62,52¢ $109,33: $ 4,27¢ N/A N/A N/A $176,13
Kenneth A. Bronfir $ 49,25 $104,97: $ 0 N/A N/A N/A $154,22¢
John M. Connors, J $ 0 $221,59¢ $25,52¢ N/A N/A N/A $247,12:
Michael W.O. Garret $ 0 $186,98" $18,29¢ N/A N/A N/A $205,28:
E. Gordon Ge! $ 61,52¢ $112,54: $ 4,27¢ N/A N/A N/A $178,34¢
Jack M. Greenber $ 89,52¢ $111,78¢ $13,93¢ N/A N/A N/A $215,25!
Alan G. Hassenfel $300,02¢ $104,97. $53,24¢d) N/A N/A N/A $458,24¢
Tracy A. Leinbach(e $ 35,007 $104,99: $ 0 N/A N/A N/A $140,00(
Claudine B. Malone(f $ 35,15¢ $106,29! $ 0 N/A $ 52,79: N/A $194,24(
Edward M. Philip $ 0 $211,93' $ 4,27 N/A N/A N/A $216,21(
Paula Ster $ 61,52¢ $113,92° $ 4,27¢ N/A N/A N/A $179,73(

(@) Includes amounts which are deferred by dirasdtmo the interest account under the Deferred Gorsation
Plan for Non-Employee Directors, as well as inteeasned by directors on existing balances innherést
account. Does not include the amount of cash retgiayments deferred by the director into the stotk
account under the Deferred Compensation Plan forBuoployee Directors, which amounts are reflecteithé
Stock Awards columr

(b) Please see note 11 to the financial statenieciteded in the Company’s Annual Report on FormKlGer the
year ended December 28, 2008, for a detailed dismusf the assumptions used in valuing stock aitho
awards.

In addition to reflecting the accounting expensmgnized by the Company for stock awards madeeto th
directors (this expense for the director stock awar2008 was approximately $105,000 per directbg,stock
awards column also includes, to the extent apgkcdbe (i) amount of cash retainer payments defeby the
director into the stock unit account under the refi Compensation Plan for Non-Employee Directors,

(if) 10% matching contribution which the Companykes to a director’s account under the Deferred
Compensation Plan for Non-Employee Directors (fbeférred Plan”) on all amounts deferred by suchaar
into the Company’s stock unit account under theeDefl Plan, and (iii) deemed dividends which aid pa
outstanding balances in stock unit accounts uridebDeferred Plan. The table above does not refiect
variable accounting expense which the Company razeg with respect to the changes in value of antihg
stock unit account balances held by the directodeuthe Deferred Plan. Balances deferred by dirgdnto th
stock unit account track the performance of the famy’s common stock, and as such the Company duies n
consider appreciation on such account balances abbve marke
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No options were granted to any of the outside tiirsan 2008. The amounts reflected in the optiwaras
column represent expense associated with previptisnogrants made to these directors. For Mr. Hifsse
this expense relates to options which were gratatdsiin when he served as a full-time employee aetd@tive
officer of the Company. Mr. Hassenfeld retired asmployee of the Company effective on December 31,
2005.

(c) The amounts reflected in this column consisirely of the change in pension value during fis2@08 for two
directors. As is discussed in more detail in tHeoWing pages, in 2003 the Company eliminated itsator
pension plan on a go forward basis, such that wiregoining the board after that time would notdbigible to
participate in the pension plan. However, directmEing on the Board at the time that the pengian was
eliminated were given the ability to (i) either tiome to accrue benefits under the director pengian or
instead to elect, effective as of specified daéeging from May 1, 2003 through May 1, 2006, tatsteceiving
stock options under the 2003 Stock Option PlarNfon-Employee Directors (the “2003 Director Optidar®)
and (ii) to the extent that a director opted indatigipation in the 2003 Director Option Plan, vk their
accumulated benefits under the pension plan comyénto stock units under the Deferred Compenséa&lan
for Non-employee directors (the “Deferred Plan”)itMthe exception of Mr. Batkin and Ms. Malone, @llthe
Company’s current directors who were directordiattime of this transition opted into the 2003 Dio
Option Plan in 2003 and elected to convert thelart@e in the director pension plan into deferredlstunits
under the Deferred Plan. As such, other than MikiBand Ms. Malone, no current directors will reeeany
pension benefits and none of these directors ad@ng such benefits during 20(

This column does not include interest earned oarzas held in directors’ interest accounts undeDiferred
Plan. Such interest is paid at the -year treasury bill rate

(d) This amount relates to options which were grdrio Mr. Hassenfeld prior to his retirement aalatime
employee of the Company. These options, to thenextevested, continue to vest during Mr. Hassergeld
service on the Boart

(e) Ms. Leinbach joined the Board effective July 1, &(

() Ms. Malone previously served on the Board frb8®92 to 1999 and accrued a pension benefit in dacoe
with that prior service, which is currently beingigh to her. Ms. Malone was paid $7,177 in 2008 urtitis
benefit. Ms. Malone retired from the Board effeetMay 22, 2008

(o) The non-employee directors held the followingstanding stock and option awards as of Decente2QD8.
Note that Tracy A. Leinbach did not become a doeattil July 1, 2008

Outstanding Outstanding
Name Option Awards Stock Awards
Basil L. Andersor 29,25( 10,577
Alan R. Batkin 0 10,571
Frank J. Biondi, Jr 29,25( 10,571
Kenneth A. Bronfir 0 3,03:
John M. Connors, Ji 18,00¢ 10,577
Michael W.O. Garret 12,00¢( 10,577
E. Gordon Ge: 29,25( 3,03:
Jack M. Greenber 18,00¢ 10,577
Alan G. Hassenfel 295,00( 4,76¢
Tracy A. Leinbact 0 2,97¢
Claudine B. Malont 0 0
Edward M. Philip 29,25( 10,577
Paula Steri 0 4,76¢

The outstanding stock awards consist of the nonl@yep director stock grants made in May of 2006
(4,769 shares), May of 2007 (2,775 shares) and 8i@@08 (3,033 shares), to the extent that thecttireelected to
defer the receipt of such shares. Each directorgives the option, prior to the beginning of thewyef grant, to
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receive the shares subject to the upcoming anmaat gither at the time of grant, or to defer rptef the shares
until they retire from the Board. Mr. Hassenfeldigstanding option awards include options grantetir while he
was an officer and employee of the Company.

Current Director Compensation Arrangements

With the exception of Mr. Hassenfeld, whose Chairsiep Agreement is described later in this proxy
statement, all members of the Board who are naratise employed by the Company (“non-employee thirst)
receive a retainer of $55,000 per year. The Cluditse Compensation Committee, the Finance Comeniétel the
Nominating, Governance and Social Responsibilityn@uttee each received an additional retainer of @ pel
year for their service as Chairs of these comnstiediscal 2008. The Chair of the Audit Committeeeived
$15,000 for his service in fiscal 2008. The CompauRyresiding Director currently receives an addisibretainer of
$25,000 per year for serving in that role.

No meeting fees are paid for attendance at meetihtie full Board. However, non-employee directia@seive
a fee of $1,500 for each committee meeting attemieédrson, and $1,000 for telephonic participatrooommittee
meetings. Action by written consent is not consdeaittendance at a committee meeting for purpdsess to
directors.

Beginning in 2006, the Company shifted to stockralwainstead of stock options, to provide equity
compensation to its non-employee directors. As gfatie implementation of this policy, the Compdegminated
the 2003 Stock Option Plan for Non-Employee Dires{avhich is described below) effective as of DebenB1,
2005. Under its new program, the Company anticpaguing to each non-employee director, in Mag\uary year,
that number of shares of Common Stock which haset &air market value (based on the fair markatevalf the
Common Stock on the date of grant). In fiscal 2@08,director stock grants had grant date fair etavklues of
$105,000. These shares are immediately vestedhé®@Board has adopted stock ownership guidelinéshwh
mandate that Board members may not sell any sbéatbs Company’s Common Stock which they hold, udahg
shares which are obtained as part of this yeaolsksgrant, until they own shares of Common Stodkah
aggregate market value equal to at least $275001elf is equivalent to five times the annual Boaethiner). Boar
members are permitted to sell shares of Commork$tey hold with a value in excess of $275,000pag as they
continue to hold at least $275,000 worth of Comr8arck.

Pursuant to the Deferred Compensation Plan for &nployee Directors (the “Deferred Plan”), which is
unfunded, non-employee directors may defer sonadl off the annual Board retainer and meeting fagsa stock
unit account, the value of each unit initially bgeiequal to the fair market value of one share ah@on Stock as of
the end of the quarter in which the compensationghéeferred would otherwise be payable. Stocksunitrease or
decrease in value based on the fair market valdeeo€ommon Stock. In addition, an amount equéhéadividend:
paid on an equivalent number of shares of Commook3s credited to each non-employee director’'skstmit
account as of the end of the quarter in which tlrelend was paid. Non-employee directors may aksferdany
portion of their retainer and/or meeting fees iamointerest account under the Deferred Plan, wihéelrs interest at
the five-year treasury rate.

The Company makes a deemed matching contributiandicector’s stock unit account under the Defeféh
equal to 10% of the amount deferred by the direictiorthe stock unit account, with one-half of s@bmpany
contribution vesting on December 31st of the caderyear in which the deferred compensation otherwisuld
have been paid and one-half on the next Decemisty @bvided that the participant remains a dinectosuch
vesting date. Unvested Company contributions witbenatically vest on death, total disability oniretnent by the
director at or after age seventy-two. Compensataferred under the Deferred Plan, whether in thekstinit
account or the interest account, will be paid autash after termination of service as a dire@mectors may elect
that compensation so deferred be paid out in a Isunp or in up to ten annual installments, commemneither in
the quarter following, or in the January followirige quarter in which service as a director terteisia

Beginning in fiscal 2008 the Company also offeredaiching gift program for its Board members punéia
which the Company will match charitable contribuspup to a maximum yearly Company match of $5,600e
by Board members to qualifying non-profit organiaas and academic institutions.
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Chairmanship Agreement with Alan G. Hassenfeld

Effective on August 30, 2005 the Company enteréal anChairmanship Agreement, which agreement was
subsequently amended effective May 22, 2008 (amdetkt the “Chairmanship Agreement”) with Alan G.
Hassenfeld.

Pursuant to the Chairmanship Agreement, beginninilay 22, 2008, Mr. Hassenfeld serves as a non-
employee member of the Board and as Chairman dEtlkeeutive Committee of the Board for an initiabtyear
term. Thereafter, Mr. Hassenfeld’s Chairmanshipe&gnent is subject to renewal for additional one-pegiods
unless he or the Board provide notice of the intenito renew by December $1of the year prior to the end of the
then current term. Mr. Hassenfeld’s continued seras the non-employee Chairman of the ExecutivarGitee
will be contingent upon his annual reelection te Board by the Company’s shareholders.

Mr. Hassenfeld receives a retainer during the @heanship Period of $300,000 per year (the “Chairrigns
Retainer”) and is eligible to receive Board meefiegs, equity grants and such other benefits (ekaiuthe general
non-employee Board retainer, which Mr. Hassenfelelsdhot receive) as may be provided from timente tio the
other non-employee members of the CompsuBdard. During the Chairmanship Period, the Comstuall (a) bea
the reasonable cost of salary and benefits forsesestary for Mr. Hassenfeld; (b) reimburse Mr. $tadeld on a
quarterly basis for the cost of mutually-acceptatffece space for Mr. Hassenfeld and his supparftf &
Providence, Rhode Island (the “Providence officacgf)); (c) pay $6,250 per calendar quarter towaffise
expenses incurred in connection with the operaifahe Providence office; and (d) pay $50,000 éerdar quart
towards expenses incurred by Mr. Hassenfeld in ection with his activities as a director of Hashris,
chairmanship of the ICTI “CARE” process, and aslblig “ambassador” for the toy industry (includingithout
limitation, travel expenses and dues for membershfuich organizations as the World Economic Forum)

By virtue of his ongoing service as a member ofBbard, Mr. Hassenfeld’s outstanding stock optiatis
continue to vest, in accordance with their ternsird) the time that Mr. Hassenfeld serves as aamployee
director.

In the event that Mr. Hassenfeld’s service as agmployee Chairman of the Executive Committee ef th
Board ends due to his resignation, death, disgpdit failure to be re-elected to the Board by @mempany’s
shareholders, or in the event that the Companyitates Mr. Hassenfeld's service for Cause (as ddfin the
Chairmanship Agreement), Mr. Hassenfeld’s compémsats a non-employee Chairman of the Executive
Committee, including the Chairmanship Retainer amygl additional compensation provided to non-empoye
directors, would cease immediately. If Mr. Hassktiéeservice is terminated by Hasbro without Cadseng the
Chairmanship Period, Mr. Hassenfeld would be ertitb receive the Chairmanship Retainer payabléhtor
remaining time of the Chairmanship Period. In thsecof termination resulting from disability, faéuto be
reelected, or without Cause by Hasbro, Mr. Hassenfeuld continue to receive his retirement beseds well.

The Chairmanship Agreement contains certain postir@tanship restrictions on Mr. Hassenfeld, incligdin
two-year non-competition agreement and provisiansgeting Hasbro’s confidential information.

Former Director Compensation Arrangements In Which Certain Directors Participate or Under Which
Directors Previously Received Awards

Under the Hasbro, Inc. Retirement Plan for Direx{tine “Retirement Plan”), which is unfunded, eaoh-
employee director who was serving on the Boardrggaday 13, 2003 (and who was not otherwise elegfbr
benefits under the Company’s Pension Plan), hamatt the age of sixty-fivend completed five years of service
the Board was entitled to receive, beginning atsegenty-two, an annual benefit equal to the anratainer
payable to directors during the year in which thredor retires (which does not include the feeis padirectors for
attendance at meetings). If a director retiresroafter the director’s seventy-second birthday,aheual benefit
continues for the life of the director. If a directetires between the ages of sixty-five and sgvemo, the number
of annual payments will not exceed the retiredaoes years of service. Upon a Change of Con&mligefined in
the Retirement Plan, participating directors anite@ directors are entitled to lump-sum paymenisatto the
present value of their benefits under the RetirerR¢am.

51




Directors appointed to the Board on or after May20D3, the date that the Company’s shareholdgnoapd
the Company’s former 2003 Stock Option Plan for Niomployee Directors (the “2003 Director Plan”) winis
described below, were not eligible to participat¢hie Retirement Plan, and automatically partigigah the
2003 Director Plan prior to its termination on Dexdxer 31, 2005. The benefits of the 2003 DirectanRéplaced
the benefits of both the Retirement Plan and tf8et irector Plan (described below). Non-employeeaors who
were serving on the Board prior to May 13, 2003} trus were participating in the Retirement Plar, @ho were
not scheduled to retire at the end of their curtemh in office as of the time of approval by stieers of the
2003 Director Plan, were given the opportunityleceto participate in the 2003 Director Plan efffex on either
May 14, 2003, May 1, 2004, May 1, 2005 or May 10@0Directors who were serving on the Board prioktay 13
2003 and who did not elect to participate in 200@&&or Plan on one of these dates continued thicgzate in the
Retirement Plan in accordance with its terms. Dinexcserving as of May 13, 2003 who elected toig@p#te in the
2003 Director Plan stopped accruing further yedseovice under the Retirement Plan and did noetibgir
benefits under the Retirement Plan adjusted fongésiin the annual retainer following the effectivage of their
participation in the 2003 Director Plan.

Under the Company’s former Stock Option Plan fonMmnployee Directors (the “1994 Director Plan”),
approved by shareholders on May 11, 1994, eactengrieyee director then in office received on May 1994 an
each non-employee director who joined the Boarer aftay 11, 1994 received upon becoming a direetane-time
grant of a non-qualified, nontransferable ten-yg#ion to purchase 11,250 shares of Common Stotk@# of the
fair market value per share of Common Stock orddte of grant. The options became exercisableaattaf 20%
per year commencing on the first anniversary ofdée of grant, except that exercisability wasdabcelerated
upon a participant ceasing to be a member of trezdBbecause of permanent disability, death, re@rarat or after
age seventy-two or after a Change of Control, figeldin the 1994 Director Plan. The 1994 Diredan was
cancelled effective upon the date of shareholdprayal of the 2003 Director Plan and no furthemggaare being
made under the 1994 Director Plan, provided, howekat options previously granted under the 19%&ddor Plan
continue in effect in accordance with their terms.

The Company’s 2003 Director Plan, which was appddwethe Company’s shareholders at the 2003 Annual
Meeting of Shareholders (the “2003 Meeting”), repld the benefits of the Retirement Plan and thd T88:ctor
Plan described in the immediately preceding papgraThe 2003 Director Plan was cancelled effective
December 31, 2005 and no further grants are beamermnder the 2003 Director Plan, provided, howethet
options previously granted under the 2003 DireBtan continue in effect in accordance with theim& Under the
2003 Director Plan each non-employee director whe serving as a director immediately following 2083
Meeting and whose effective date for participaiiothe 2003 Director Plan was May 14, 2003, rect@®ne-time
grant of a non-qualified, nontransferable ten-yaaion to purchase 6,000 shares of the Companysrian Stock
at the fair market value of the Common Stock ondate of grant (the “First Annual Options”). ThedtiAnnual
Options become exercisable at a rate o¥/33% per year commencing on the May 1st next follovtimg date of
grant, except that exercisability will be acceledatipon a participant ceasing to be a member dBttaed because
of permanent disability, death, retirement at ¢eradige seventy-two or after a Change of Contsotefined in the
2003 Director Plan. On each subsequent May 1stoallemployee directors then serving on the Baoaitth, certain
exceptions, whose effective date for participatiothe 2003 Director Plan was on or prior to suclyMst, receive
an additional option to purchase 6,000 shareseoCiimpany’s Common Stock. These additional annptébras
otherwise had the same terms of the First AnnuaioDg, except that the exercise price was basdtefair marke
value of the Common Stock on the date of granuohsadditional annual options. Non-employee dinectaitially
joining the Board after May 14, 2003 received, urttle 2003 Director Plan, an initial option to phese
12,000 shares of Common Stock upon their electidhe Board (the “Initial Options”). The Initial @pns had the
same terms as annual options under the 2003 DirBtio except that they became exercisable ataf&0% per
year commencing of the first anniversary of theedstgrant
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PROPOSAL TO APPROVE AMENDMENTS TO THE
RESTATED 2003 STOCK INCENTIVE PERFORMANCE PLAN

(Proposal No. 2)

On February 5, 2009, the Company’s Board adoptedgtatement of the Company’s 2003 Stock Incentive
Performance Plan, incorporating all prior amendsantb a single plan document, and further adoebject to
shareholder approval, the First Amendment to the@amy’s Restated 2003 Stock Incentive Performartae, P
which amendment is attached to this proxy statemgtppendix C. The Board further directed thatRst
Amendment be submitted to the shareholders of trapgany for their consideration. The First Amendnedfects
amendments (collectively the “Amendments”) to th@Pany’s Restated 2003 Stock Incentive Performtae
(the “2003 Plan”) which are described in the foliogvparagraph. The Board unanimously recommendshba
shareholders approve the Amendments.

The Amendments:

« increase the maximum number of total shares okdtwat may be delivered pursuant to all awards ottoe
2003 Plan by 6,000,000 shar

« reduce the total number of shares of stock that lmeagelivered pursuant to awards, other than siptibns
or stock appreciation rights (“SARSQyer the lifetime of the Plan from the current lirof 6,500,000 share
to a new lower limit of 4,090,000 shar

» extend the expiration date of the 2003 Plan frorodbaber 31, 2010 to December 31, 2(
« eliminate references to being able to pay the éserice of awards by delivery of a promissoryenetnd

 add a limitation to the 2003 Plan providing thataash dividends, or amounts in lieu of cash divitlemay
be paid or accrued with respect to awards subjectitstanding performance criteria (other than twasting
criteria).

Purpose of the Amendments

The 2003 Plan is designed to advance the intepésit®e Company and to increase shareholder value by
providing key employees and directors of the Comgpanits affiliates, with a proprietary interestthe growth and
performance of the Company, and to provide incestfor such individuals to continue their servigthwhe
Company or its affiliates.

The Board believes that having an adequate aldliprovide selected employees and directors oCibrapany
with equity awards is critical if the Company isdontinue to attract and retain qualified indivitbluaho can make
significant contributions to the performance of @@mpany, and that such awards help align thedstgiof those
individuals with the interests of the shareholdd#rthe Company in enhancing the value of the Com&tomck and
improving the Company’s performance.

By way of updating the information, regarding oateting awards under both the 2003 Plan and the @oy'gp
former equity compensation plans, which the Compapyprted in its Annual Report on Form 10-K for lear
ended December 28, 2008, from January 1, 2009ghrtdarch 1, 2009 the Company granted contingerksto
performance awards under the 2003 Plan for 514s086&8es of Common Stock (reflecting such awardseat target
number of shares). This comprised the annual doariiscal 2009 of contingent stock performance aisaln
addition, from January 1, 2009 through March 1,2QBere were stock options, contingent stock parémce
awards and other awards outstanding under the RR@08Band former equity plans that vested, wereeghnwere
exercised, expired or were forfeited. Thus, as afdé¥i 1, 2009 for the Company:

» There are 11,587,273 shares subject to outstarngiigns, with a weighted average exercise price2375
per share and average years remaining outstantlth§ byears

» There are a total of 1,563,342 shares subjecttsianding contingent stock performance awardsecéfig
such awards at their target share numbers), al287 hares subject to outstanding restricted siodk
which have not veste
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< Only approximately 1,989,631 shares remained availfor future awards under the 2003 Plan, whidhés
Compan’s only plan allowing for the current grant of eguatvards

As such, if the Amendments are not approved, thagamy will not have sufficient shares to make evea
more year's worth of equity grants, assuming gpaiattices consistent with prior years under the3Z2Blan. The
2003 Plan is the only plan the Company has in plateh provides for the grant of equity awards tapéoyees and
directors.

If the Amendments are approved:

< An additional 6,000,000 shares will be availablegtants pursuant to awards under the 2003 Plaanime ¢
total of approximately 7,989,631 shares will beikade for grant.

» Of the 7,989,631 shares available for grant, oplyreximately 1,546,433 shares would be availatigfant
pursuant to future Full-Value Awards (assuming thastanding contingent stock performance awarels ar
ultimately earned at their target levels, rathanth level above or below target). The remainiragesh
available could only be granted as stock optionSARS. For purposes of this discussion, a Full-¥alu
Award is any equity award under the 2003 Plan athan a stock option or SAI

To control the expense to the Company and its bders of awards that may be made under the 2E0BiP
the future, the Amendments actually reduce thée tatamber of Full-Value Awards which may be made emithe
2003 Plan in the future. The Amendments reducadiggegate number of shares that may be issuedgmirsuFull-
Value Awards under the 2003 Plan from the curremnit bf 6,500,000, to a significantly lower limif é,090,000.
Through March 1, 2009, the Company has granted\rllie Awards under the Plan covering approximately
2,543,567 shares. For purposes of this computatienCompany includes outstanding contingent spackormanci
awards at the target number of shares subjectcto awards. As such, after the Amendents are apgrovdy
approximately 1,546,433 shares will be availabtefdi¢ure Full-Value Awards to be made under the2Btan
(again, assuming that the outstanding contingeckgterformance awards are ultimately earned at tdugyet
level).

The Board believes that approval of the Amendmenéking additional shares available for future algar
under the 2003 Plan, reducing the number of shalhésh are available for Full-Value Awards under #8393 Plan,
extending the term of the 2003 Plan and effectangain other changes in the 2003 Plan, is critcallow the
Company to continue to attract and retain qualifietividuals who can contribute to the Company’dqenance.

For the reasons set forth above, the Board addpéedAmendments and unanimously recommends appobval
the Amendments by the shareholders of the Company.
Key Features of the 2003 Plan, Incorporating the Amndments

Some of the key features of the 2003 Plan, as aetkbglthe Amendments, are:

« a prohibition against repricing stock options withshareholder approvz
« a prohibition against granting stock options aea&ercise price less than fair market va
« limits on awards that can be made to any individuany calendar yea

* no more than 4,090,000 of the total shares authdriar issuance under the 2003 Plan may be usdtlfbr
Value Awards:

« the total shares available for future awards pursteathe 2003 Plan, including the additional shgnevided
by the Amendments, constitute only approximateR?®of the outstanding Common Stock as of March 1,
2009;

< immediately following approval of the Amendments total shares authorized for issuance underGfg 2
Plan, including shares previously granted or sulicurrently outstanding awards under the 20@3 P
added together with all shares of Common Stockestilhp outstanding awards under the Compspyéviou:
equity incentive plans, will not exceed 17.1% af @ompany'’s diluted outstanding number of shares on
March 1, 2009 (computed by adding the number ddtantling shares of Common Stock on s
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date with the number of shares then issuable patsaall of the Company’s prior and current equity
compensation plans

 the 2003 Plan does not allow liberal share counsangh that (A) shares of Common Stock tendered in
payment of an award’s exercise price, shares widhioepay taxes, and shares purchased by the Cgmpan
using proceeds from awards will not increase tite ttumber of remaining shares authorized to biveled
pursuant to awards under the 2003 Plan and (Byrnbss number of shares covered by SARS, as opposed
only the net number actually delivered upon settietncount against the shares remaining availallgrant
under the plar

« stock options granted under the 2003 Plan mustoxesta period of not less than three years, stiljec
limited exceptions set forth in the plan; &

« no award under the 2003 Plan can be outstandingdoe than ten year

Description of 2003 Plan, as Amended by the Amendmts

The 2003 Plan is intended to attract and retaantad employees and directors for the Companytand i
affiliates who are in a position to make signifitaantributions to the success of the Companyetzard such
persons for making these contributions and to eragmisuch persons to take into account the lomg-igterests of
the Company and enhancement of the Company’s ¥Yatuts shareholders.

Section 162(m) of the Code places annual limitation the deductibility by public companies of comgetion
in excess of $1 million paid to each of the chieg@utive officer and the three most highly compeegather
executive officers (other than the chief finanatiicer), unless, among other things, the compémsas
performance-based. For compensation attributatdéottk options, stock appreciation rights and oéwgiity to
qualify as performance-based, the plan under wiicih stock options, stock appreciation rights aheroequity
awards are granted must state a maximum numbéaoés with respect to which options and rights tmagranted
to an individual during a specified period and mastapproved by the Company’s shareholders. Tha PG is
intended to comply with the provisions of Secti@2(m) so as to permit the Company to claim an iretmx
deduction for total remuneration paid in exces$bmmillion in any one year to the chief executifécer or the
other three most highly compensated other execoffieers (other than the chief financial officeajthough the
Company has not requested or received, and doexpett to receive a ruling from the Internal RaxeBervice to
that effect. The Company is asking shareholdeepfwove the Amendments, in part, to satisfy theireqents
under Section 162(m) regarding shareholder appaividle material terms of the 2003 Plan, includinghout
limitation, the performance goals described herein.

The 2003 Plan was originally adopted by the Boardrebruary 12, 2003 and was approved by the Congpany
shareholders at the 2003 Annual Meeting of Shadehs! The 2003 Plan was amended by the Board anidgtl 7
2005 and that amendment was approved by the Corigpsimgreholders at the 2005 Annual Meeting of
Shareholders. The 2003 Plan was further amendéidebBoard on February 8, 2007, and that amendmasit w
approved by the Company’s shareholders at the 200al Meeting of Shareholders. As amended in 208¥
thereafter (but prior to the Amendments being autygoroposed to shareholders), the 2003 Plan made
17,500,000 shares of Common Stock available fogthat of equity awards, 6,500,000 shares of whakd be
used for stock awards other than options and SARS.

The following is a summary of the 2003 Plan, asrzhee by the Amendments, and is therefore not cample
complete copy of the 2003 Plan, as it existed gadhe Amendments in February 2009, is attachehisgproxy
statement as Appendix B, and a complete copy oAthendments being considered by shareholdersastadtl to
this proxy statement as Appendix C.

Administration

The 2003 Plan is administered by the Compensat@nmiittee of the Board (the “Committee”). The
Committee has the authority to establish rulesHeradministration of the 2003 Plan; to selecteimployees and
directors of the Company and its affiliates to whawards are granted; to determine the types ofdsxarbe
granted and the number of shares covered by suafdayand to set the terms and conditions of suerds
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(including, without limitation, but subject to tipeovisions described below, the power to accelexatevesting
restrictions, waive, in whole or in part, any fardee provisions or extend the term of any award).

The Committee may also determine whether the payofeany proceeds of any award shall or may berded
and may authorize payments representing dividendgerest or their equivalents in connection vétty deferred
award. The Committee may provide that awards denat®d in stock earn dividends or dividend equivalesxcep
that dividends and dividend equivalents may ngpdid or accrued with respect to Awards subjecttdgsmance
criteria (other than time vesting criteria) thav@aot yet been met. Determinations and interpgoetaiof the
Committee will be binding on all parties.

Eligibility
Employees and directors of the Company and of amgrentity, including a subsidiary or joint verguthat is
directly or indirectly controlled by the Companyllectively “affiliates”) are eligible to receiveamrds under the
2003 Plan, as are other persons who have senfareships with the Company which are coveredhey2003

Plan’s definition of “Employment”. As of March 10@9 there were approximately 501 employees andtdire
holding options or other awards granted under 6G82lan.

Incentive stock options may only be granted to eygés of the Company or of a “parent corporatian” o
“subsidiary corporation” of the Company as thosemteare defined in Section 424 of the Code.

Awards

The 2003 Plan permits granting awards for: (1)lstmgtions, including incentive stock options (“ISPs
meeting the requirements of Section 422 of the C()estock appreciation rights (“SARs"); (3) stoawards,
including restricted and unrestricted stock anerdefl stock, (4) performance awards, and (5) casinds that
would constitute a “derivative security” for purgssof Rule 16b-6, as promulgated under the Seesifiitkchange
Act of 1934, as amended (the “1934 Act”), if notaaded pursuant to a plan satisfying the provisafrilule 16b-3.

Shares Available and Limits on Awards

If the Amendments are approved a total of 23,50 dMares of Common Stock would be authorized for
issuance pursuant to equity awards under the 2308 ©f the 23,500,000 total authorized sharesiaqmately
10,700,008 shares were subject to outstanding aveand 4,810,361 shares had already been issuathptite
awards under the 2003 Plan as of March 1, 200%uéh, following approval of the Amendments, andeldasn the
number of outstanding awards as of March 1, 20ppraimately 7,989,631 shares of Common Stock wbeld
available for future awards under the 2003 Plasu@sng that outstanding contingent stock perforreaawards are
earned at their target level). These 7,989,631ahlai shares represent only approximately 5.7%@butstanding
Common Stock as of March 1, 2009. No more thanaprately 17.4% of the total shares authorizedssuance
under the 2003 Plan, or 4,090,000 shares, may|h@dsl pursuant to awards other than stock optmrBARs (so
called Full Value-Awards) under the Plan after gmendments take effect. Through March 1, 2009 Gbmpany
has granted Full-Value Awards under the Plan cageapproximately 2,543,567 shares. For purpos#sof
computation, the Company includes outstanding ureghcontingent stock performance awards at thetarwgnber
of shares subject to such awards. As such, aitefAthendents are adopted, only approximately 1,38shares
will be available for future Full-Value Awards teImade under the 2003 Plan (again assuming thstaoding
contingent stock performance awards are earndtbattarget level).

The number of shares that may be the subject adrepor SARs granted to any one individual mayenateed
1,000,000 in any calendar year. The maximum betiedttmay be paid to any person under any otherdsagrante
in any calendar year under the 2003 Plan will behé extent paid in shares, 200,000 shares arlkie textent paid
in cash, $1 million.

If any shares subject to an option or award unte2003 Plan are forfeited or if any such optioaward
terminates, the shares previously covered by sptibroor award will be available for future gramtaavard under
the plan. If another company is acquired by the gamy or an affiliate in the future, any grants waeds made and
any of the Company’s shares delivered upon thengston of or in substitution for outstanding grantade by the
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acquired company may be deemed to be granted aded/ander the 2003 Plan, but will not decreasentimeber o
shares available for grant or award under the Z0a8.

In the event of any stock dividend, stock splitntanation or exchange of shares, recapitalizatiootioer
change in the Company’s capital structure, the Citteenwill make appropriate adjustments to refiath change
with respect to (i) the aggregate number of shidr@smay be issued under the 2003 Plan and thesloni certain
types of awards under the 2003 Plan; (ii) the nurobshares subject to awards under the 2003 Bladipr (iii) the
price per share for any outstanding stock opti®#d€}s and other awards under the 2003 Plan. Toxtleate
consistent with applicable rules, the Committee make adjustments of the type described in theegliag
sentence to take into account other events androstances if the Committee determines such adjussaee
appropriate to preserve the value of awards urae2®03 Plan.

Additional Terms of Awards

Options. The Committee establishes the exercise pricslpe for options, the term of options, the time at
which they may be exercised and such other ternttseaGommittee deems appropriate, except thattbeeise
price of each option shall be not less than the Aarket Value (as defined below) of the Commoncgton the dat
of grant.

“Fair Market Value™for purposes of the 2003 Plan shall mean the aeevhthe high and low sales prices of
Common Stock as reported in The Wall Street Jodordllew York Stock Exchange Transactions or simila
successor consolidated transactions reports faretheant date (or the comparable consolidated#etion reports
for any other national securities exchange or fASRAQ National Market Issues, if the Common Staxkdmittec
for trading or quotation on said exchange or market if no sales of Common Stock were made od egthange
or market on that date, the average of the high@amdales prices of Common Stock as reportedith@amposite
transactions report for the preceding day on whkaks of Common Stock were made on said exchangeaudet.
On March 27, 2009, the average of the high anddals prices of the Common Stock, as reportedeiiN#éw York
Stock Exchange Composite Transactions, was $2®Aéhare.

Subject to the limitations described below, optiwilsbecome exercisable at such time or times, @aménd
subject to such conditions, as the Committee magip Except in the case of awards made in commeetith the
recruitment of new employees, including new off&;er new directors, stock options shall vest ina¢@nnual
installments over a period of not less than thesry. Notwithstanding the foregoing, the Committesy provide
for the acceleration of vesting of stock optionsmiphe death, disability, retirement or other teration of
employment or service of the participant. Unless@ommittee determines otherwise, payment of thehase pric
in full in cash is required upon option exercise.

Stock Appreciation RightsThe holder of a SAR will be entitled to receite excess of the fair market value,
calculated as of the exercise date, of a speaifisdber of shares over the grant price of the SARSneed not be
granted in tandem with stock options.

Stock Awards. The 2003 Plan provides for the award of restiicimck subject to forfeiture, deferred stock
unrestricted stock which is immediately vestedtdck award may provide the recipient with all o ttights of a
shareholder of the Company, including the rightdte the shares and to receive any dividends.

Stock awards generally will be subject to certainditions established by the Committee, includiogtmuous
service with the Company, or achievement of spebifisiness objectives, and other measurementsliofdoal,
business unit or Company performance. Except icdise of awards made in connection with the reoeiit of nev
employees, including new officers, or new directamgards of restricted stock shall vest not eatlian three years
from the date of grant. Notwithstanding the foregpithe Committee may provide for the acceleratibwesting of
restricted stock awards upon the death, disabiljrement or other termination of employmentenvice of the
participant.

Performance Awards.The Committee may grant awards under the 2003, Btaer than options and stock
appreciation rights, which are designed to qual#yperformance-based compensation. In the casamsgf stock
awards or cash awards, including to executive effiof the Company designated by the Committee‘asvared
employee” under Section 162(m), the Committee nsigtdish one or more performance goals for such
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participant or for the Company for the period ofi¢i designated by the Committee at the time of grhtite award.
As an example, starting in 2006 the Company begamtigg contingent stock performance awards whidvide
the recipients with the ability to earn shareshef Company’s Common Stock based upon the Company’s
achievement of stated diluted earnings per shateahrevenues targets over specified performaageds.

The performance goals for each participant ungeriormance award shall be objectively determinable
measures of performance based on any one or a catitni of the following criteria: cash net earningsre brands
growth; core brands net revenues; cost controhiegs before income taxes; earnings before intamedtaxes;
earnings before interest, taxes and depreciatammjreys before interest, taxes, depreciation anor@mation;
economic value added; free cash flow; gross proéit;cash provided by operating activities; nebiggys; earnings
per share; net earnings per share; net revenuestom margin; operating profit; return on assettiyrn on capital
investment; return on net revenues; return on $lodders’ equity; sales; stock price; total shardboketurn on
common stock relative to S&P 500 Index; total shatéer return on common stock relative to Russ@iaL
Consumer Discretionary Index and working capithlede business criteria may be measured on a cdatsalibasi
or on a segment, divisional, sector or other bissinmit basis (herein collectively “business uniéll) as selected by
the Committee in each individual case.

The percentage vesting of any stock award and&ir award shall in each case be based on the pagecot
the performance goal achieved, as determined b@ timemittee, although the Committee generally has th
discretion to reduce, or refuse to make (but nan¢oease), any vesting of stock awards or paymeftash awards
payable as a result of the achievement of a de®idn@ercentage of a performance goal.

Cash Awards. Cash awards generally will be subject to certaimditions established by the Committee,
including continuous service with the Company, aebment of specific business objectives, and/agroth
measurements of individual, business unit or Comeanformance.

General. Awards may be granted for no cash consideratidarcsuch minimal cash consideration as may be
required by applicable law. Awards may provide tlyadn their exercise or vesting the holder willeige cash,
Common Stock or any combination thereof as the Citteenshall determine. Any shares of stock delibkrainder
the 2003 Plan may consist in whole or in part dhatized and unissued shares or treasury shares.

Neither 1ISO’s, nor, except as the Committee otheeveixpressly provides, other awards may be traesfer
other than by will or by the laws of descent argtritiution, and during a participant’s lifetime IS@and, except as
the Committee otherwise expressly provides, otbertmansferable awards requiring exercise) mayxeecésed
only by the participant.

The 2003 Plan provides that immediately upon cemraents constituting a Change in Control all award
become 100% vested and the value payable in aittgér or shares of the Company’s Common Stockein th
discretion of the Committee, as soon as practicaidée the Change in Control.

Number of Awards Granted Under the Plan

The awards that will be made and the amounts tiblbevpaid pursuant to the 2003 Plan in the futane
discretionary and are therefore not currently deieable.
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However, the following table sets forth the numbkshares (excluding shares covered by awardslitiatot
become effective) subject to options, restrictedlstdeferred restricted stock awards, contingertksperformance
awards and other stock awards (outstanding comitrejeck performance awards for which the perforcegreriod
has not ended are included at the target numbshrarks for such awards) granted under the 2003dRlémng the
period from February 12, 2003 to March 31, 200@ @hproximately six years the 2003 Plan had beeristence
as of March 31, 2009) to the named individualscaitent executive officers as a group, all curdirdctors who ai
not executive officers and were not executive efficat the time of grant, as a group, and all epgas, excluding
executive officers.

Number of Shares Subject to Awards
Granted Under the 2003 Plan During

Name and Positiol Six Years Ended March 31, 200!

Brian Goldnel 1,041,59
President and Chief Executive Offic

Alfred J. Verrecchii 2,353,70!
Chairman

David D.R. Hargreave 571,15(
Chief Operating Officer and Chief Financial Offic

Barry Nagler 478,53¢
Chief Legal Officer and Corporate Secret

Duncan Billing 172,03(
Global Chief Development Office

John Frascot! 88,86«
Global Chief Marketing Office

All current executive officers as a group (incluglihe six officers above)(: 4,922,32!

All current directors, who were not executive offis at the time of grant, a:
group 111,77¢

All employees, excluding current executive officarsl directors (to the
extent awards were received while a director btitwtole an executive
officer), as a group(z 11,642,422

(1) Mr. Verrecchia is included in this total as he wwasexecutive officer during 2008. However, Mr. \éaxchia’s
employment with the Company ended effective Decer8he2008

(2) Awards previously granted to Alan Hassenfeld, whodurrently a director of the Company, but was fenignan
executive officer of the Company as well, are ideld in this total to the extent they were granted t
Mr. Hassenfeld in his capacity as an employee ®Qbmpany, rather than as a Board merr

Amendment or Termination

The Board or the Committee may terminate the 2088 & any time, and shall have the right to anmand
modify the 2003 Plan at any time, and from timé&nwe, provided, however, that no material amendneiie
terms of the 2003 Plan, including an amendmengpoice options granted under the Plan, shall beczffeetive
without shareholder approval. The 2003 Plan wilini@ate on December 31, 2013, unless terminatdikeby the
Board or the Committee.

Federal Income Tax Conseguences of Certain Awards

The following is a summary of the principal UnitSthtes federal income tax consequences generallicalple
to certain awards under the 2003 Plan. Note tleetmay be state, local, foreign and other taxpicgble to
participants in the 2003 Plan.

The grant of a stock option or SAR under the 20@8 Will generally create no immediate tax conseges fo
the recipient or for the Company or an affiliatepdoying such individual (the “employer’An employee exercisin
an 1SO has no taxable income for regular incometaposes (but the alternative minimum tax may
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apply) in connection with the exercise, and nodaduction is available to the employer. In genexal|SO that is
exercised by the recipient more than three mormahaving termination of employment is treated asoa-1SO for
federal income tax purposes, as are stock opticargeg to an employee and otherwise qualifyindgsa¥'d that in
the aggregate first become exercisable in any daleyear for stock having a grasieite value in excess of $100,C

Upon exercising a stock option other than an 9@ dptionee has ordinary income equal to the e)afete
fair market value of the shares acquired on the dhéxercise over the option exercise price, aodreesponding
tax deduction is available to the employer. Upoereising a SAR, the amount of any cash receivedtaadair
market value on the exercise date of any sharether property received are taxable to the rectm@srordinary
income and a corresponding deduction is availabtbe employer.

The tax consequence to an optionee of a disposifishares acquired through the exercise of a SAd&Rsbock
option will depend on how long the shares have Idth and upon whether the shares were acquirexdrgising
an 1SO or by exercising a SAR or stock option othan an ISO. An employee who disposes of shaigqsirad
upon exercise of an ISO, if the disposition ocauithin one year following the date of exercise dthim two years
from the date of grant of the ISO, will have incqraxable at ordinary income rates, equal in génerthe spread
exercise (or, with limited exceptions, to the gainsale, if less), and a corresponding deductidihbeiavailable to
the employer. Any additional gain recognized indisposition will be taxed as a capital gain, eitaelong-term or
at short-term gain rates depending on the emplsytea’ holding period in the shares. Any gain os lecognized
upon a sale or exchange of shares acquired upooisxef a stock option other than an I1SO or a $ARbe taxed
as a capital gain or loss, long-term or short-tatepending on the holder’s tax holding period im shares. No
deduction is available to the employer in respéthese capital gains or losses.

If cash, shares of Common Stock or other propertyainsferred under or in settlement of other asvardier
the 2003 Plan, including if shares are earned tecipient pursuant to a contingent stock performrsaa@ard which
provides the opportunity to earn shares if the Camypmeets certain performance targets over a spatédrmance
period, the recipient will generally recognize oy income at the time the property or sharesrarsferred to or
earned by the recipient equal to the excess dghégash (if any) transferred, plus the fair maxadtie of the vested
shares or other vested property (if any) transfeoneer (b) the amount (if any) paid for such shanesther property
by the participant, and a corresponding deductidinfoe available to the employer. If any of thertsferred shares
other property is unvested (subject to a substaiglaof forfeiture), the ordinary income assoetwith the transfe
will be includible and measured only when the propeests (and the associated deduction will belaity
delayed), unless the award recipient makes a dpeizion to take the awarded shares or othergtgnto
income at the time of transfer.

Some awards under the 2003 Plan could constitugigverrise to “nonqualified deferred compensatisnbject
to Section 409A of the Code. Where applicable,iBee09A regulates, among other things, both tterda of
compensation and the time and manner in which pusly deferred amounts may be paid. The summaryeabo
assumes that the awards are exempt from, or cowifily the requirements of Section 409A.

Approval

The affirmative vote of a majority of the sharesGmimmon Stock present (in person or by proxy) antidled tc
vote at the Meeting on the Amendments to the 2088 B required for approval of the Amendments.tabdons
are considered shares entitled to vote on the gad@md as such abstentions are the equivalentattaagainst the
proposal. In contrast, broker non-votes are nohtaxlias present and entitled to vote on the préofpaspurposes of
determining if the proposal receives on affirmatiete of a majority of the shares present andledttb vote.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR APPROVAL OF
THE AMENDMENTS TO THE 2003 PLAN.
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PROPOSAL TO APPROVE THE 2009 SENIOR MANAGEMENT ANNU AL
PERFORMANCE PLAN

(Proposal No. 3)

On February 5, 2009, the Board adopted the 200fb6kBtanagement Annual Performance Plan (the “2009
Performance Plan”), subject to shareholder apprdta Company’s existing 2004 Senior Managementu&hn
Performance Plan (the “2004 Performance Plan”)ciwinias designed to enable the Company to make awfzatl
qualify as “performance based” compensation exdropt the tax deduction limitations of Section 162@hthe
Internal Revenue Code (the “Code”), was approvethbyCompany’s shareholders in 2004. As such, utinger
requirements of Section 162(m) of the Code, thieylaar in which awards made under the 2004 Perfoca®lan
may qualify as performance based compensationd9.2lo qualify awards which may be made in 2010 and
thereafter as performance based compensation Gatdtion 162(m) of the Code, the Company is progptie
2009 Performance Plan for shareholder approval.

Purpose of the 2009 Performance Plan

The purpose of the 2009 Performance Plan is to ptethe interests of the Company and its sharetolue
providing incentive for participating senior exawatofficers to make significant contributions teetperformance ¢
the Company and to reward outstanding performandée part of those individuals whose decisionsaxatibns
most significantly affect the growth, profitabilignd efficient operation of the Company.

If the shareholders approve the 2009 Performaree, fle Company intends to grant management ineenti
awards in 2010 and thereafter, which the Compaaksst qualify as performance-based compensatiatenthe
2009 Performance Plan.

The 2009 Performance Plan is designed to enabl€dhgpany to make awards that qualify as “perforreanc
based” compensation exempt from the tax deduciioitattions of Section 162(m) of the Code. Underti®ecl62
(m) of the Code and regulations promulgated theteyra corporation whose stock is publicly tradedegally is
not entitled to an income tax deduction for rematien paid to its chief executive officer or anyitsfthree most
highly compensated other executive officers, othan the chief financial officer (collectively tfi€overed
Employees”) to the extent that payments for any y@any such employee exceed $1 million, unlesgptiyments
are made under plans providing for qualifying perfance-based compensation. The Company believes tha
2009 Performance Plan is approved by the sharetsldeards made under the 2009 Performance Plaguailify
as performance-based compensation, although theo&worhas not requested or received, and does peteto
request or receive a ruling from the Internal RexeService to that effect.

Summary Description of the 2009 Performance Plan

The following is a summary description of the 2083 formance Plan and is therefore not completeorApdete
copy of the 2009 Performance Plan is annexed sopifiixy statement as Appendix D.

Administration

The 2009 Performance Plan will be administerechiey@ompensation Committee of the Board of Directors
The Committee has the sole authority to selectgiaaints under the 2009 Performance Plan, to sébfeance
Goals (as defined below) for participants and t&enalles and regulations for the administratiothef 2009
Performance Plan. The interpretations and decisibtise Committee with regard to the 2009 Perforoeaiflan are
final and conclusive, and the Committee has thepfalver and authority in its sole discretion toued, or to refuse
to make (but not to increase), any payment payabke result of the achievement of a Performancé. Goa

Eligibility
Eligibility for participation in the 2009 Performea Plan is limited to executive officers of the Gamy who
are selected in the sole discretion of the Commifid person is automatically entitled to partitgpia the 2009

Performance Plan in any plan year. Awards unde2@® Performance Plan will be made only to thosetive
officers whose remuneration for the year is expbtbepotentially be subject to the Section 162(equttion
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limitation. The 2009 Performance Plan is intendedteplace the 2004 Performance Plan for awards ingaftkeal
2010 and thereafter. The participants in the Comigagxisting 2004 Performance Plan, as selecteitidy
Committee for the 2009 fiscal year, are Brian Gelgithe Company’s President and Chief Executivéc&ff and
David D.R. Hargreaves, the Company’s Chief Opegafifficer and Chief Financial Officer. However firture
years, the Committee may select other executiveasf to be eligible for participation under théd2@®Performanc
Plan. For 2009 the Committee has established mehte, operating margin and free cash flow perfoceanetrics
which will, based on the Company’s performance rgtethose metrics in fiscal 2009, determine Mr.dbel’s and
Mr. Hargreaves’ potential incentive awards under2b04 Performance Plan for 2009.

Performance Goals

The Committee will designate one or more perforneagmals under the 2009 Performance Plan for eachlfi
year (each “Performance Goal”) for each participant. Each &enfance Goal will be established in writing no tate
than ninety (90) days after the commencement opéhid of service to which the performance reléesuch
earlier time as is required to qualify the perfont@award as performance-based under Section 162 img
Code).

The Performance Goals for each participant shatiijectively determinable measures of performarased ol
any one or a combination of the following critefida the fiscal year: cash net earnings; core brgnogth; core
brands net revenues; cost control; earnings béfiomme taxes; earnings before interest and taxenjreys before
interest, taxes and depreciation; earnings befdesdst, taxes, depreciation and amortization; eton value adde:
free cash flow; gross profit; net cash providedpgrating activities; net earnings; earnings paresmet earnings
per share; net revenues; operating margin; operatiofit; return on assets; return on capital invest; return on
net revenues; return on shareholders’ equity; satesk price; total shareholder return on comntonksrelative to
S&P 500 Index; total shareholder return on comnionksrelative to Russell 1000 Consumer Discretipiiadex
and working capital. These business criteria magnbasured (i) on a consolidated basis or (ii) @enbthsis of
performance in a segment, division, sector or dbiwsiness unit (including the performance of onmore
designated products or brands), all as selectedebommittee in each individual case.

Determination of Benefits

The Committee will designate the Performance Gfmalgach participant in the 2009 Performance Pdan f
every fiscal year and will also establish the maximamount, expressed as a percentage of Earnay Gada
defined in the 2009 Performance Plan) that wilpagable to each participant if the Performance &fmlsuch
participant are achieved at specified levels. Iewent will the amount paid to any one individusieaperformance
award under the 2009 Performance Plan in respeantyofjiven fiscal year exceed the lesser of 300%aatf
individual's base salary for the year in questioi$4.0 million.

Payment of Awards

All performance awards under the 2009 Performarae With respect to a fiscal year will be paid byafgh 15
of the following fiscal year.

Estimate of Benefits

The amounts that will be paid pursuant to the 2B88ormance Plan are discretionary and are thexefotr
currently determinable. However, two executiveadfs have been selected to participate in theiegi2004
Performance Plan for fiscal 2009. The 2009 Perfogadlan will replace the 2004 Performance Plamafaards
made in fiscal 2010 and thereafter. The tablea#h below provides the maximum bonus which capdid for
2009 to each of the two executive officers chosepatticipate in the 2004 Performance Plan in 20@8¢d on their
current salary, as well as the actual bonuses tiwsefficers received under the 2004 Performariae,Rvith
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respect to their services in 2008. Changes ingédarone or both of the officers in fiscal 2009 yr&hange the
amounts set forth in the table.

Actual Bonus Maximum Bonus

Name and Positiol Paid for 2008 Payable for 2009

Brian Goldnel $ 2,500,001 $ 3,000,001
President and Chief Executive Offic

David D.R. Hargreave $1,450,000 $ 2,100,00

Chief Operating Officer and Chief Financial Offic

If the shareholders do not approve the 2009 Pedoom Plan, the Company may not be able to take a ta
deduction for some or all of the management ingerdiward compensation which it pays to its Covémagbloyees
for fiscal 2010 and subsequent years.

Amendment or Termination

The Committee may terminate or suspend the 200@1fgance Plan in whole or in part at any time, aray/
amend the 2009 Performance Plan from time to tireny respect, provided that no amendment for which
shareholder approval is required either by the Goaeder to assure the deductibility by the Compahpayments
payable under the 2009 Performance Plan, or by aghicable law, will be effective without suchasbholder
approval having been obtained. The 2009 PerformBtarg if approved by the Compasyshareholders, will reme
in full force and effect for future fiscal yearstbe Company unless amended or terminated by then@ibee.
However, under Section 162(m), the exemption fefgmance-based compensation would not be avaifable
awards beyond 2014 unless the 2009 Performancestaapproved by shareholders.

Approval

The affirmative vote of a majority of the sharesGmimmon Stock present (in person or by proxy) antidled tc
vote at the Meeting on the 2009 Performance Plagqgired for approval of the 2009 Performance Plan
Abstentions are considered shares entitled tomotde proposal and as such abstentions are tlinaéent of a vott
against the proposal. In contrast, broker non-vatesot counted as present and entitled to vote@proposal for
purposes of determining if the proposal receiveaffirmative vote of a majority of the shares prasand entitled t
vote.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR APPROVAL OF
THE 2009 PERFORMANCE PLAN.
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EQUITY COMPENSATION PLANS

The following table summarizes information, as @cBmber 28, 2008, relating to equity compensatianspof
the Company pursuant to which grants of optiorstricted stock, restricted stock units, performasttares or other
stock awards or rights to acquire shares may h&gpidrom time to time.

Equity Compensation Plan Information

Number of Securities
Remaining Available for

Number of Securities Future Issuance Under
to be Issued Upor Weighted-Average Equity Compensation
Exercise of Outstanding Exercise Price of Plans (Excluding
Options, Warrants Outstanding Options. Securities Reflected
and Rights Warrants and Rights in Column(a))
Plan Categon (@) )3) (©)
Equity compensation plans approved by
shareholders(1 12,881,46 $ 23.9¢ 2,448,51(4)
Equity compensation plans not approved by
shareholders(z 794,44: % 20.4¢ 0(5)
Total 13,675,90 $ 23.7¢ 2,448,51(4)

(1) The only shareholder approved plan which was ieatfds of December 28, 2008 was the Company’s RRdsta
2003 Stock Incentive Performance Plan 2003 Equity Pla").

The 1995 Stock Incentive Performance Plan (the 51@Rn")expired on December 31, 2005 and the 2003 ¢
Option Plan for Non-Employee Directors (the “200Bdotor Plan”)was terminated effective as of Decembel
2005. The Company’s 1994 Stock Option Plan for omployee Directors (the “1994 Plan”), which wasals
approved by the Company’s shareholders, was tetedreffective May 14, 2003. Although no further asisa
may be made under the 1995 Plan, 2003 Director étléme 1994 Plan, awards outstanding under thieses as
of the dates of their termination continue in efiecaccordance with the terms of the applicabéng

Included in shares which may be issued pursuamttstanding awards are the target number of sisalgsct to
outstanding contingent stock performance awardeutd 2003 Equity Plan. The actual number of shéie
any, which will be issued pursuant to these awardg be higher or lower than this target number ¢hag®n th
Company’s achievement of the applicable performaueds over the performance periods specifiedéseh
awards. Also included in shares to be issued puatgoautstanding awards are shares granted tideuts
directors in May 2006, May 2007 and May 2008 (a% phthe yearly equity grant to outside directdsjhe
extent that such directors deferred receipt ofatstsares until they retire from the Boe

(2) The Company'’s last non-shareholder approved plamety the 1997 Employee Non-Qualified Stock Plae (t
“1997 Plan”), expired on December 31, 2002 andunthér awards may be made pursuant to the 1997 Plan
provided, however, that all awards outstanding utite 1997 Plan as of the date of its terminatiomtioued in
effect in accordance with the terms of the p

(3) The weighted average exercise price of outstanoiitipns, warrants and rights excludes restrictedkstinits
and performanc-based stock awards, which do not have an exerdise

(4) Of these shares available for future grants, athefshares could be issued as contingent stofdrpemce
awards, restricted stock, deferred restricted stockther stock awards under the 2003 F

(5) The 1997 Plan expired on December 31, 2002 andhaies remain available for future grant under plaots
approved by the shareholders. See Note (2) al

1997 Employee Non-Qualified Stock Plan

Number of Shares Subject to 1997 Plafhe 1997 Plan, prior to its termination on Deceniil, 2002,
provided for the issuance of up to 18,000,000 shaf€€ommon Stock pursuant to awards granted uheet997
Plan.
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Eligibility for Participation. Any “Employee” of the Company, as the term Empleys defined in General
Instruction A to Form S-@romulgated by the Securities and Exchange Comanisgias eligible to participate in 1
1997 Plan.

Awards. The 1997 Plan provided for the grant of: (1) mpdified stock options; (2) stock appreciatiorhti
(“SARs"); (3) stock awards, including restrictecdaimrestricted stock and deferred stock, and (gh eavards that
would constitute a “derivative security” for purgssof Rule 16b-6, as promulgated under the Seesifiikchange
Act of 1934, as amended (the “1934 Act”), if notaaded pursuant to a plan satisfying the provisafrilule 16b-3.

Terms of Options. The exercise price of stock options granted utited 997 Plan could not be less than the
fair market value of the Common Stock on the dagrant. Options granted under the 1997 Plan wereeglly
made exercisable in yearly installments over tlyess. The terms of options granted under the P38 were ten

years.

Change in Control. The 1997 Plan provided that immediately uponaterevents constituting a Change in
Control all awards become 100% vested and payaldash as soon as practicable after the Changeritrdl.
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VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

Security Ownership of Certain Beneficial Owners

The following table sets forth information, as oaih 1, 2009 (except as noted), with respect t@theership
of the Common Stock (the only class of outstan@iggity securities of the Company) by certain pesdarown by
the Company to be the beneficial owners of mora 8% of such stock. Unless otherwise indicatedh¢o
Company’s knowledge each person has sole votinglespasitive power with respect to such shares.

Amount and Nature

of Beneficial Percent
Name and Address of Beneficial Owne Ownership(1) of Class
FMR LLC 18,784,02(2)  13.

82 Devonshire Street
Boston, Massachusetts 021
Alan G. Hassenfel 14,110,44(3) 10.1
Hassenfeld Family Initiatives LLC
101 Dyer Street
Suite 401
Providence, R1 0290
Barclays Global Investors, N 7,154,82((4) 5.1
Barclays Global Fund Adviso
Barclays Global Investors, Lt
Barclays Global Investors Japan Limit
Barclays Global Investors Canada Limi
Barclays Global Investors Australia Limit:
400 Howard Street
San Francisco, CA 941(

(1) Based upon information furnished by each sharehadeontained in filings made with the Securitéesl
Exchange Commission. There were 139,803,724 sba@smmon Stock outstanding on March 1, 2(

(2) Includes 2,028,478 shares over which FMR LLC hae gower to vote or to direct the vote, and
18,784,026 shares over which FMR LLC has sole pawvdispose or direct the disposition. Share owhiprs
information is as of December 31, 2008 as repartedSchedule 13G dated February 12, 2!

(3) Includes 7,380,921 shares held as sole trustebddrenefit of his mother, 5,630,645 shares hekbbestrustee
of a trust for Mr. Hassenfeld’s benefit, 4,769 gsathe receipt of which is deferred until Mr. Hadetl leaves
the Board, and currently exercisable options oiomgtexercisable within 60 days of March 1, 2009ucchase
295,000 shares. Mr. Hassenfeld has sole votingrarestment authority with respect to all sharesegxthose
described in the following sentence, as to whiclsheres voting and investment authority. Also idek
415,000 shares owned by The Hassenfeld Foundatiavhich Mr. Hassenfeld is an officer and director,
229,892 shares held as one of the trustees ofrdatila lead trust for the benefit of The Hassahfebundation
and 154,216 shares held as one of the trusteesudtdor the benefit of his mother and her grdnildcen.

Mr. Hassenfeld disclaims beneficial ownership dé&hhres except to the extent of his proportiopatuniary
interest therein

(4) Barclays Global Investors, NA reports sole votimgver over 5,903,243 shares and sole dispositivespower
7,154,820 shares. Barclays Global Fund Advisorentssole voting power over 1,431,720 shares aled so
dispositive power over 1,439,488 shares. Barcldgb#& Investors, Ltd. reports sole voting powerrove
711,098 shares and sole dispositive power ovel088Ghares. Barclays Global Investors Japan Linnépdrts
sole voting and sole dispositive power over 626 83&res. Barclays Global Investors Canada Limigpdnts
sole voting and dispositive power over 228,448 ehaBarclays Global Investors Australia Limitedogp sole
voting and dispositive power over 9,969 sharesré&Sbanership information is as of December 31, 2808
reported in a Schedule 13G dated February 6, 2
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Security Ownership of Management

The following table sets forth information, as oaiMh 1, 2009, with respect to the ownership of@bexmon
Stock (the only class of outstanding equity semsivf the Company) by each current director ofGbenpany or
nominee for election to the Board, each named dixecafficer and by all directors and executiveiadfs as a
group. Unless otherwise indicated, each persorstlasvoting and dispositive power with respectuchsshares.

Amount and

Nature of

Beneficial Percent
Name of Director, Nominee or Executive Officer(1 Ownership of Class
Basil L. Anderson(2 61,02¢ *
Alan R. Batkin(3) 55,10¢ *
Duncan Billing(4) 45,89¢ *
Frank J. Biondi, Jr.(E 45,65: *
Kenneth A. Bronfin(6 3,03: *
John M. Connors(7 73,55 *
John Frascotti(8 30,88¢ *
Michael W.O. Garrett(9 38,01t *
E. Gordon Gee(1( 49,93¢ *
Brian Goldner(11 791,20: *
Jack M. Greenberg(1: 37,67¢ *
David D.R. Hargreaves(1. 477,27 *
Alan G. Hassenfeld(1+4 14,110,44. 10.1
Tracy A. Leinbach(15 2,97¢ *
Barry Nagler(16 134,10: *
Edward M. Philip(17’ 63,21 *
Paula Stern(1¢ 19,50« *
Alfred J. Verrecchia(19 2,655,08: 1.¢
All Directors and Executive Officers as a Grouplirdes 20 persons)(2 18,869,11 13.1

* Less than one percel

(1) Information in this table is based upon informatiomished by each director and executive offiddrere were
139,803,724 shares of Common Stock outstanding a1, 2009

(2) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase a
aggregate of 29,250 shares, 10,577 shares th@tretsvhich is deferred until Mr. Anderson retifesm the
Board, as well as 20,201 shares deemed to berhdid.iAnderson’s stock unit account under the Drefer
Plan.

(3) Includes 10,577 shares the receipt of which isrdefieuntil Mr. Batkin retires from the Board and &4 share
deemed to be held in Mr. Batl's stock unit account under the Deferred F

(4) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase a
aggregate of 30,359 shar

(5) Represents currently exercisable options and apgaercisable within sixty days of March 1, 2009tmchase
an aggregate of 29,250 shares, 10,577 sharesdtietref which is deferred until Mr. Biondi retiré®m the
Board, as well as 5,826 shares deemed to be h&ld. iBiondi's stock unit account under the Deferred F

(6) Consists of 3,033 shares the receipt of which ferded until Mr. Bronfin retires from the Boal

(7) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase a
aggregate of 18,000 shares, 10,577 shares th@tret&vhich is deferred until Mr. Connors retiresrh the
Board, as well as 17,176 shares deemed to berhéld.iConno’s account under the Deferred Pl
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(8) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 twghase
an aggregate of 21,862 shai

(9) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 tmghase
an aggregate of 7,200 shares, 10,577 shares giptreEwhich is deferred until Mr. Garrett retirgem the
Board and 10,338 shares deemed to be held in Mre@’'s stock unit account under the Deferred F

(10) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase
an aggregate of 29,250 shares, 3,033 shares giptretwhich is deferred until Mr. Gee retiresrfrahe
Board, as well as 10,112 shares deemed to berm&ld. iGe¢ s account under the Deferred Pl

(11) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase
an aggregate of 631,770 shares, as well as 57¢8&Tcted stock units which are scheduled to vesilay 22,
2011.

(12) Represents currently exercisable options and apgxercisable within sixty day of March 1, 200®tochase
18,000 shares, 10,577 shares the receipt of whidkferred until Mr. Greenberg retires from the iBlcas well
as 9,101 shares deemed to be held in Mr. Gree's stock unit account under the Deferred F

(13) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase
an aggregate of 364,580 shal

(14) See note (3) to the immediately preceding te
(15) Consists of 2,976 shares the receipt of which ierded until Ms. Leinbach retires from the Boe

(16) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase
an aggregate of 84,132 shares. Does not includghd2s held by Mr. Nagler's daughter, as to whidres
Mr. Nagler disclaims beneficial ownersh

(17) Represents currently exercisable options and opgxercisable within sixty days of March 1, 2009twchas:
an aggregate of 29,250 shares, 10,577 sharesdsiptref which is deferred until Mr. Philip retiré®m the
Board as well as 23,385 shares deemed to be h#ld. iBhilip’s stock unit account under the Deferred F

(18) Includes 4,769 shares the receipt of which is defkuntil Ms. Stern retires from the Board as vasl|
11,960 shares deemed to be held in Ms. s stock unit account under the Deferred F

(19) Includes currently exercisable options and optexercisable within sixty days of March 1, 2009 toghase
an aggregate of 2,337,340 shares. Does not indlbti875 shares owned by Mr. Verrecchiwife, as to whic
Mr. Verrecchia disclaims beneficial ownerst

(20) Of these shares, all directors and executive affies a group have sole voting and dispositive povité
respect to 18,070,007 shares and have shared \atdigr dispositive power with respect to 799,108 es.
Includes 4,064,313 shares purchasable by direatat®xecutive officers upon exercise of currerntigreisable
options, or options exercisable within sixty dagdarch 1, 2009; 150,943 shares deemed to be hedtbtk
unit accounts under the Deferred Plan; and 57,@8fficted stock units held under the Restated 3268k
Incentive Performance Pla

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act of4193 amended, requires the Company’s directors and
executive officers, and persons who own more tearpercent of a registered class of the Compamylitye
securities, to file with the United States Secesitand Exchange Commission initial reports of oatmigrand report
of changes in ownership of Common Stock and othaity securities of the Company. Executive offi¢elisectors
and greater than ten-percent shareholders arereelgoy regulation promulgated by the United St&esurities and
Exchange Commission to furnish the Company witheopf all Section 16(a) forms they file.

To the Company’s knowledge, based solely on rewigthie copies of such reports furnished to the Camyp
and certain written representations made by dirs@nd executive officers that no other reportsewequired
during the last fiscal year ended December 28, 2808ection 16(a) filing requirements applicatdets officers,
directors and greater than ten-percent benefigialeos were complied with during fiscal 2008.
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PROPOSAL TO RATIFY THE SELECTION OF KPMG LLP AS THE COMPANY'S INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE 2009 FISC AL YEAR

(Proposal No. 4)

The Audit Committee has selected KPMG LLP (“*KPMGHgependent registered public accounting firm, to
perform the integrated audit of the consolidatedricial statements and effectiveness of internatrobover
financial reporting of the Company for the fiscaeby ending December 27, 2009 (“Fiscal 2009”), 4ed t
Companys Board has ratified this selection. A represewadf KPMG is expected to be present at the Megtirilyy
have the opportunity to make a statement if sorélésand will be available to respond to appropréiestions.

The Board is submitting the selection of KPMG as @ompany’s independent registered public accogntin
firm for Fiscal 2009 to the shareholders for thratification. The Audit Committee of the Board be#re ultimate
responsibility for selecting the Compasyhdependent registered public accounting firmwaitidnake the selectio
it deems best for the Company and the Companyiehblders. As such, the failure by the shareholtderatify the
selection of independent registered public accagrfirm made by the Audit Committee will not requihe Audit
Committee to alter its decision. Similarly, ratéteon of the selection of KPMG as the independegistered public
accounting firm does not limit the Committee’s @hito change this selection in the future if iedes appropriate.

Approval

The affirmative vote of a majority of the sharesGmimmon Stock present (in person or by proxy) antidled tc
vote at the Meeting on the ratification of the stten of KPMG is required for approval. Abstenticare considered
shares entitled to vote on the proposal and asastientions are the equivalent of a vote agaesptoposal. In
contrast, broker non-votes are not counted as presg entitled to vote on the proposal for purgasfedetermining
if the proposal receives an affirmative vote of @anity of the shares present and entitled to vote.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR RATIFICATION
OF THE SELECTION OF KPMG AS INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
FOR FISCAL 20089.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIREC TORS

The Audit Committee of the Board (the “Committe&s’comprised solely of non-employee directors, ezfch
whom has been determined by the Board to be indkpeminder the Company’s Standards for Director
Independence and the requirements of the New YtmékIExchange'’s corporate governance listing statsda

The Committee operates under a written charterchvisi available on the Company’s website
(www.hasbro.com) under “Corporate — Investor Reladi— Corporate Governance — Governance Highlights”
Under the charter, the Committee’s primary purpege:

« Appoint the independent registered public accogrfiim (hereafter referred to as the independeditars)
and oversee the independent au’s work; anc

 Assist the Board in its oversight of tt

« Integrity of the Compar’s financial statement

« Compan’s compliance with legal and regulatory requirerme

» Independent audit’s qualifications and independence; i

» Performance of the Compé’s internal audit function and independent aud

In conducting its oversight function, the Committigcusses with the Company’s internal auditor and
independent auditor, with and without managemestgmt, the overall scope and plans for their reésgeaudits.
The Committee also reviews the Company’s programiskay initiatives to implement and maintain effeet
internal controls over financial reporting and tbscire controls.

The Committee meets with the Company’s head ofnialeaudit, and with the independent auditors, \&itd
without management present, to discuss the resiiteir audits, the evaluations of the Compangtsrinal controls
and the overall quality of the Company’s finaneigborting. The Committee discusses with managemahthe
independent auditors all annual and quarterly fif@rstatements and Management’s Discussion andiygisaf
Financial Condition and Results of Operations ptaotheir filing with the United States Securitersd Exchange
Commission.

The independent auditor is responsible for perfogn@n independent integrated audit of the Company’s
consolidated financial statements and effectivenésgternal control over financial reporting arsgiing an opinio
as to whether the financial statements conform aditounting principles generally accepted in théddinStates of
America and an opinion as to the effectivenesstafrhal control over financial reporting.

The Committee has reviewed and discussed with neanegt the audited financial statements for thafigeal
ended December 28, 2008. The Committee has alsawved and discussed with the independent auditers t
matters required to be discussed by The Public @ampccounting Oversight Board and the Securitias a
Exchange Commission. In addition, the Committeewdised with the independent auditors their indepecel from
management and the Committee has received fromndiependent auditors the communications requirethéy
applicable requirements of the Public Company Aatiog Oversight Board.

Based on its review and discussions with managearahthe independent auditors referred to in tkequing
paragraph, the Committee recommended to the Baatdhee Board has approved the inclusion of thetaddi
financial statements for the fiscal year ended bdmmr 28, 2008 in the Company’s Annual Report omd0-K for
filing with the United States Securities and Exap@@ommission. The Committee has also selectedhanBoard
has ratified the selection of KPMG LLP as the inalegient auditor for Fiscal 2009.

Report issued by Basil L. Anderson (Chair), TracyLAinbach, Michael W.O. Garrett and Edward M. Phihs
the members of the Audit Committee as of the 208&f year end.
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ADDITIONAL INFORMATION REGARDING
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The following table presents fees for professia@nalit services rendered by KPMG LLP (“KPMG”) foeth
audit of the Company’s annual financial statemémtgiscal 2008 and 2007, as well as fees for offegvices
rendered by KPMG to the Company during fiscal 2808 2007.

2008 2007
Audit Fees(1 $4,256,500  $4,055,50!
Audit-Related Fees(Z $ 504,000 $ 125,50(
Tax Fees(3 $ 954,000 $1,234,00
All Other Fees — —
Total Fees $5,714,500  $5,415,00!

(1) Audit fees consist of work related to the integdatedit of the Company’s consolidated financiatesteents and
effectiveness of internal control over financigbogting. Audit fees also include consultations onaunting and
reporting matters, as well as work generally ohky independent auditor can reasonably be expeztawvtide,
such as statutory audits and work in connectioh ¥ilings with the United States Securities and liage
Commission

(2) Audit-Related Fees consist of fees for audits mdifficial statements of employee benefit plans, aitopri-
related audits, accounting and reporting consoltatrelated to proposed transactions and agread upo
procedures report

(3) Tax Fees consist primarily of fees for tax compdiaservices, such as assistance with the prepaitiax
returns and in connection with tax examinationsyal as fees for other tax consultations rendéodatie
Company.

The Audit Committee has considered whether theipimv of the approved non-audit services by KPMG is
compatible with maintaining KPMG's independence had concluded that the provision of such seniges
compatible with maintaining KPMG's independence.

Policy on Audit Committee Pre-Approval of Audit Sewices and Permissible Non-Audit Services of the
Independent Registered Public Accounting Firm

Consistent with the rules and regulations of thitddhStates Securities and Exchange Commissiondiegga
auditor independence, the Audit Committee has msipdity for appointing, approving compensatiom &nd
overseeing the work of the independent registetddigaccounting firm (hereafter referred to asitidependent
auditor). In fulfilling this responsibility the AudCommittee has established a policy to pre-appmii/audit and
permissible non-audit services to be provided leyitldependent auditor.

Prior to engagement of the independent auditottferfiscal year, management of the Company sulbimitse
Audit Committee for the Committee’s pre-approval:

» A description of, and estimated costs for, the psgg audit services to be provided by the indep#nde
auditor for that fiscal yea

» A description of, and estimated costs for, the psagl non-audit services to be provided by the iaddent
auditor for that fiscal year. These non-audit ss¥siare comprised of permissible audit-relatedatakother
services, and descriptions and estimated costsrappsed for these permissible -audit services

Audit and permissible non-audit services whichmeeapproved by the Audit Committee pursuant ts thi
review may be performed by KPMG during the fisoady During the course of the year managementdiealy
reports to the Audit Committee on the audit and-aodit services which are being provided to the Gany
pursuant to these pre-approvals.

In addition to pre-approving all audit and pernbsinon-audit services at the beginning of thedfigear, the
Audit Committee has also instituted a procedurgHlerconsideration of additional services thateadisring the
course of the year for which the Company desirestain KPMG. For individual projects with estimatiees of
$75,000 or less which have not previously beergproved by the Audit Committee, the Chair of thelih
Committee is authorized to pre-approve such sesvitke Chair of the Committee reports any serwidgish are
pre-approved in this manner to the full Audit Cortiee at its next meeting. Any proposed additiomajgets with
an estimated cost of more than $75,000 must bappesved by the full Audit Committee prior to thegagement
of KPMG.
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OTHER BUSINESS

Management knows of no other matters that may ésepted to the Meeting. However, if any other matte
properly comes before the Meeting, or any adjoumtrtieereof, it is intended that proxies in the ampanying form
will be voted in accordance with the judgment @& gersons named therein.

IMPORTANT NOTICE REGARDING DELIVERY OF SHAREHOLDER DOCUMENTS

In accordance with a notice sent to certain stmaate shareholders of our Common Stock who shargkes
address, only one copy of the notice of availabdit proxy materials on the Internet or proxy migsrfor the year
ended December 28, 2008 is being sent to that ssldirdess we received contrary instructions frojnsdrareholde
at that address. This practice, known as “housémgildis designed to reduce our printing and postegsts.
However, if any shareholder residing at such amesfdwishes to receive a separate copy of thisedtie proxy
statement or our Annual Report on Form 10-K forythar ended December 28, 2008, he or she may ¢dtdaen
Warren, Senior Vice President of Investor Relatidtasbro, Inc., 1027 Newport Avenue, Pawtucket,d@higland
02862, phone (401) 431-8697, and we will deliveisthndocuments to such shareholder promptly upaiviag the
request. Any such shareholder may also contadinwestor Relations Department using the above conta
information if he or she would like to receive seta notices of the availability of proxy materials the Internet or
proxy statements and annual reports in the futtigeu are receiving multiple copies of our notie@nual report or
proxy statement, you may request householdingéarfuture by contacting Investor Relations at thérasls set forth
above.

COST AND MANNER OF SOLICITATION

The cost of soliciting proxies in the accompanyfioign has been or will be borne by the Company dditgon
to solicitation by mail, arrangements will be madéh brokerage houses and other custodians, nosies
fiduciaries to send proxies and proxy materiahtgirt principals and the Company will reimburse tifemany
reasonable expenses incurred in connection théreWlie Company has also retained Morrow & Co., LLC,
470 West Avenue, Stamford CT 06902 to aid in tHeeisation of proxies at an estimated cost of $0D,@lus
reimbursement of reasonable out-of-pocket expemsegldition to use of mail, proxies may be soéidiby officers
and employees of the Company or of Morrow & Co.(CLin person or by telephone.

It is important that your shares be representeédeaMeeting. If you are unable to be present is@eryou are
respectfully requested to vote by Internet, bypk@ne or by marking, signing and dating a proxy @atdrning it in
as promptly as possible. No postage is requirethifed in the United States.

By Order of the Board of Directors
Barry Nagler
Corporate Secretary

Dated: April 7, 2009

Pawtucket, Rhode Island
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Appendix A

HASBRO, INC. STANDARDS FOR DIRECTOR INDEPENDENCE

MARCH 4, 2004

The following are the standards that will be emphkbypy the Hasbro, Inc. (the “Company”) Board ofe@iors
in determining issues of director independenceyantsto the Sarbanes-Oxley Act of 2002 and applcabes of
the New York Stock Exchange. For purposes of tisémadards (i) the Company is meant to include nit Hasbro
Inc., but all of its subsidiaries and divisionsddii) a director's immediate family is deemed malude the directos
spouse, parents, children, siblings, mothers athetfs-in-law, sons and daughters-in-law and brsthed
sisters-in-law, and anyone else (other than empk)y@ho resides in the director’'s home.

The Board of Directors (the “Board”) must affirmagly determine that the director has no material
relationship with the Company (either directly sraapartner, shareholder or officer of an orgaianathich
has a relationship with the Company). The Compaitiydigclose this determination in compliance wétth
applicable rules and regulatiol

No director who is an employee (or whose immediateily member is an employee) of the Company ca
independent until at least three years after sughi@/ment has ende

No director who is affiliated with or employed byr (vhose immediate family member is affiliatec
employed in a professional capacity by) a presefdroner internal or external auditor of the Compaan
be independent until at least three years afteetigeof either the affiliation or the employmentaoiditing
relationship.

No director can be independent if he or she diyemtlindirectly receives from the Company any fee
compensation other than that which is related gatehis or her service as a member of the Boamherof
its committees. A director who accepts any consgjtadvisory or other compensatory fees from the
Company other than in this connection will not baesidered independent. The same prohibition appligs
respect to members of a dire¢ s immediate family

No director who (or whose immediate family memhbe@mployed as an executive officer of anothertg
where any of the Company’s present executives santhat entity’s compensation committee can be
independent until at least three years after tlieodisuch service or employment relationsl|

No director who is an executive officer or an enyple (or whose immediate family member is an exeel
officer) of an entity that makes payments to oerees payments from the Company for property orises
in amount which, in any single fiscal year, excetngsgreater of $1 million or 2% of such entity’s
consolidated gross revenues, can be independehtiwae years after falling below such thresh:

No director who is performing, or is a partner, nbem officer, director or employee of any en
performing, paid consulting, legal, investment hagkcommercial banking, accounting, financial advy
or other professional services work (“professiswlices”) for the Company can be independent thrile
years after such services have ended. Similagyetban be no independence if a dir€'s immediate familh
member is performing, or is an executive officeptirer senior executive of an entity performing,
professional services for the Company, until thyears after such services have eni

Additional Relationships to Consider in DeterminingDirector Independence

The following are suggested parameters that thedBoas agreed to consider in determining whetlbregtor
has a material relationship or affiliation with tBempany that would impact a finding of independagerita director
satisfies all of the criteria set forth below it wd suggest that the director, absent other contransiderations, do
not have a material relationship with the Compamy ia independent. If a director fails to satishear more of the
criteria set forth below, further Board inquiry agidcussion is needed to determine if the dirdloéera material
relationship with the Company or may be found irefegent.
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Business and Professional Relationships of Directorsand Their Family Members

« The director is not currently providing personadind has not provided personally within the pasdtyears
property, goods or services (other than servicesraember of the Board or any committees thereaf)e
Company or any of its executive office

* No member of the direct's immediate family is currently providing persogabr has provided personally
within the past three years, property, goods orises (other than services as an unpaid interheof t
Company) to the Company or any of its executivecefs.

« The director is not currently receiving personadlyd has not received personally within the pastetlyears,
property, goods or services from the Company. Binegoing requirements do not apply to compensation,
services or goods paid or provided to the direstdely in connection with the directsrservice on the Boa
or any committees thereof, including $1,000 or keggar in the Company’s products which may bergtee
the director or one or more of the dire’'s family members as a director bene

* No member of the direct's immediate family is currently receiving persdgabr has received personally
within the past three years, property, goods orises from the Company, excluding the de minimus
Company product benefit mentioned above. The fareg@equirements do not apply to unpaid internships
provided to a member of the direC's immediate family

« The director is not an executive officer or emplepé any entity to which the Company was indebteahg
time within the past three years or which was indélto the Company at any time within the pastdiyears
in an amount that exceeded at the end of any semhtlie greater of (i) 2% of such entity’s consatidl
assets or (ii) $1,000,00

Compensation

» Notwithstanding the restriction described abovéhwitspect to direct or indirect receipt of consglf
advisory or other compensatory fees other thamimection with Board or committee service, arrangeis
between the Company and (i) entities affiliatedhwtite director or (ii) immediate family membersioé
director, which may be deemed to provide a fornndirect compensation to the director, will notuksn a
loss of status as an independent director provédet relationships do not violate the requiremeatgorth
above.

Charitable Relationships

« The director is not an executive officer or an esgpk of an entity that has received charitablerdmrttons
from the Company in excess of $100,000 in any efgst three fiscal yeal

« No member of the direct's immediate family is an executive officer of amtity that has received charitable
contributions from the Company in excess of $100,@0any of the past three fiscal ye:

Stock Ownership

« The director’s stock ownership, as determined toetance with the rules of the SEC as applied to
preparation of proxy statements, does not exceedfi®ie Compar’s outstanding stocl

Other Family Relationships

« The director is not related to any other membeahefCompany’s board of directors or any officettaf
Company.
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Appendix B

HASBRO, INC.
RESTATED 2003 STOCK INCENTIVE PERFORMANCE PLAN

1. Defined Terms

Exhibit A, which is incorporated herein by referendefines the terms used in the Plan and sets dertain
operational rules related to those terms.

2. Purpose

The Plan has been established to advance thestgerethe Company and to increase shareholdee \slu
providing for the grant to Participants of Stockséd and other incentive Awards which provide suatiépants
with a proprietary interest in the growth and parfance of the Company and with incentives for cargd service
to the Company and its Affiliates.

3. Term

The Plan shall become effective upon adoption @fRtan by the Board, subject to shareholder appvaitiain
twelve months after adoption. The Board may gramtials under the Plan prior to such shareholderosaprbut
any such Award shall become effective as of the dagrant only upon such approval and, accordingdysuch
Award may be exercisable prior to such approvaé Plan shall remain in effect until December 31,®0nless
sooner terminated by the Board, subject to Sedtibhereof. After termination of the Plan, no futdwsards may b
granted under the Plan, but previously granted Al&/ahall remain outstanding in accordance withr tygplicable
terms and conditions.

4. Administration

The Administrator has full and exclusive discretipnauthority, subject only to the express provisiof the
Plan, to interpret, construe and implement the ;Rlatermine eligibility for and grant Awards; detene, modify or
waive the terms and conditions of any Award; priégcrimplement and modify forms, rules and proceduor
operation of the Plan; and otherwise do all thingsessary to carry out the purposes of the Plathelgase of any
Award intended to be eligible for the performanesdd compensation exception under Section 162¢m), t
Administrator will exercise its discretion consistevith qualifying the Award for that exception. eminations of
the Administrator made under the Plan will be casile and will bind all parties and Participantglenthe Plan.
The Administrator shall be entitled to rely on reppopinions, or statements of officers or empésyef the
Company as well as those of counsel, public acemusitand other professional or expert persons. dlolmer of the
Administrator shall be subject to any individualility with respect to the Plan.

Notwithstanding the foregoing, as is more fully &gth in Section 10 of the Plan, the Administrateay not
make material amendments to the Plan or repricekSdptions granted under the Plan without sharefrdgprova

The grant of any Awards under the Plan is at the discretion of the Administrator. The Plan does entitle
any person eligible to participate in the Planrig Awards and there is no guarantee that any pegisgible to
participate will be granted Awards under the PNa.Participant shall have any right by reason efghant of any
Award under the Plan to continued employment byGbmpany. To the extent that Awards are made uheer
Plan, the terms of Awards may differ between déferAward grants and Participants, whether or nohs
Participants or potential Participants are simjlaituated.

The Administrator will exercise its discretion undee Plan in such a way as to comply, to the makrinexten
practicable in carrying out the goals of the Plara manner consistent with the requirements ofeC®elction 409A
or an exemption from those requirements, provitiesever, that neither the Administrator, the Conypanthe
Plan shall have any liability for any failure to samply.
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5. Shares Subject to the Plan and Limits on Awards Uner the Plan

(a) Number of Shares.A maximum of 17,500,000 shares of Stock may be@ed pursuant to Awards under
the Plan. No more than 6,500,000 shares of Stogkbealelivered pursuant to Awards other than S@pions or
SARs. Notwithstanding anything in the Plan to thatcary, any shares of Stock that are issued b tirapany, an
any Awards that are granted by, or become obligataf, the Company, through the assumption by tagany of
or in substitution for, outstanding awards previgusanted by an acquired company shall not be wzliagainst tr
shares of Stock available for delivery under thenRind the terms and conditions of any such avsiral$ be the
original terms and conditions thereof as adjustedripursuant to any applicable acquisition agregmeshares
tendered in payment of an Award’s exercise pribares withheld to pay taxes due upon an Award hacks
purchased by the Company using proceeds from Awailtlaot increase the total number of remainingres
authorized to be delivered pursuant to Awards utfieiPlan, and the gross number of shares covgradypSAR
Awards granted under the Plan, as opposed to theuneber of shares actually delivered under SARI pe
deducted from the number of shares remaining avMaifar delivery pursuant to Awards under the Plan.

(b) Type of Shares.Stock delivered by the Company under the Plan bbeaguthorized but unissued Stock or
previously issued Stock acquired by the Companyfriictional shares of Stock will be delivered untier Plan.
Any fractional Shares which, but for this provisjevould have been issued shall be deemed to hareibsued and
immediately sold to the Company for their Fair Metrkalue, and the Participant shall receive from@ompany
cash in lieu of such fractional shares, less glliagble withholding taxes.

(c) Award Limits. The maximum number of shares of Stock for whitdtk Options may be granted to any
person in any calendar year and the maximum nuwoifighares of Stock subject to SARs granted to anggm in
any calendar year will together be an aggregafeGif0,000 shares. The maximum benefit that mayaibtp any
person under other Awards in any calendar yearbgillto the extent paid in shares, 200,000 shanek,to the
extent paid in cash, $1 million. The foregoing psans will be construed and applied consistenhw@iection 162
(m). No Award under the Plan may be outstandingaftarm longer than ten years from the date oftgrhauch
Award.

6. Eligibility and Participation

The Administrator will select Participants from amgckey Employees and directors of the Companysor it
Affiliates who, in the opinion of the Administratare in a position to make a significant contridto the success
of the Company and its Affiliates. Eligibility fd8Os is limited to employees of the Company or tarent
corporation” or “subsidiary corporation” of the Cpany as those terms are defined in Section 424eo€bde.

7. Rules Applicable to Awards
(a) All Awards

(1) Award Provisions. The Administrator will determine the terms of allvArds, subject to the limitations
provided herein. A Participant shall have no righiih respect to the Plan, or any Award, contingemitherwise,
until written evidence of the Award shall have beetivered to the Participant and all the termgyditions, and
provisions of the Plan and the Award applicableuoh Participant have been met. The Plan shaliruingy on all
successors and permitted assigns of a Participahiding, without limitation, the estate of sucarfcipant.

(2) Transferability. Neither ISOs, nor, except as the Administrator otfiee expressly provides, other Awa
may be transferred other than by will or by thedaa’descent and distribution, and during a Paici’s lifetime
ISOs (and, except as the Administrator otherwigwessly provides, other non-transferable Awardsiiret
exercise) may be exercised only by the Participant.

(3) Vesting, Etc. The Administrator shall determine the time or tinagsvhich an Award will vest or become
exercisable and the terms on which an Award regmiexercise will remain exercisabfgpvided that except in th
case of Awards made in connection with the recraiithof new Employees (including new officers) owne
directors, (i) Stock Options shall vest in equatwel installments over a period of not less thaedlyears and
(i) Restricted Stock and Deferred Stock shall vestearlier than three years from the grant dateeoAward.
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Subject to the foregoing restriction, the Admirastr may at any time accelerate the vesting oroésagvility of an
Award, regardless of any adverse or potentiallyeask tax consequences resulting from such acdelerahe
Administrator may at any time accelerate the vgstinexercisability of an Award, without being seitfjto the
limitations set forth in the first sentence of tBisction 7(a)(3), if such acceleration is assodiatith the death,
disability, retirement or other termination of Eropient or service of a Participant. For purposebt®fforegoing
sentence, the Administrator will have sole and tgice power to define the types of disability jreahent or other
termination of Employment or service associatedhwitch acceleration.

The Administrator has full power and authority &tetmine, for each Award, how long after cessatibtie
Participants Employment or service as a director an Awardireguexercise will continue to be exercisable. &t
the Administrator expressly provides otherwisehia applicable Award agreement or through other mean
immediately upon the cessation of the ParticipaBtigployment or service as a director an Award néggiiexercise
will cease to be exercisable and will terminate] ath other Awards to the extent not already vest#ibe forfeited
except that these default rules further providégsmotherwise modified by the Administrator fquaaticular Awarc
or Awards, that:

(A) subject to (B) and (C) below, all Stock Opticarsd SARs held by the Participant or the Partidigan
permitted transferee, if any, immediately priothe cessation of the Participant's Employment ovise as a
director, to the extent then exercisable, will rem&xercisable for the lesser of (i) a period eethmonths fror
the date of termination or (ii) the period endingtbe latest date on which such Stock Option or SA®Rd
have been exercised without regard to this Sed@fa}(3)(A), and will thereupon terminate;

(B) all Stock Options and SARs held by a Partictparthe Participant’'s permitted transferee, if any
immediately prior to the Participant’s death, te #xtent then exercisable, will remain exercisétnlehe lesser
of (i) the one year period ending with the firshauersary of the Participant’s death or (ii) theipd ending on
the latest date on which such Stock Option or SARtthave been exercised without regard to thisi@ed(a)
(3)(B), and will thereupon terminate; and

(C) all Stock Options and SARs held by a Particigarthe Participant’'s permitted transferee, if any
immediately prior to the cessation of the PartinifssEmployment or service as a director will imrizeely
terminate upon such cessation if the Administratats sole discretion determines that such cessaii
Employment or service as a director has resultedefmsons which cast such discredit on the Paatntips to
justify immediate termination of the Award.

(4) Taxes. The Administrator will make such provision for tiwéhholding of all applicable taxes as it deems
necessary. The Administrator may, but need nomjter Participant to satisfy tax withholding reaanrents by
(i) having the Participant deliver cash or a chealable to the order of the Company, (ii) holdisglbshares of
Stock from an Award, or (iii) permitting a Partiaipt to tender shares of Stock which have been olmehle
Participant for at least six months having a Faarkét Value equal to the amount of the applicakitahelding
taxes. In no event may withholding taxes paid BRadicipant exceed the minimum withholding requibgdaw.
Subject to the provisions of the Plan, the Admmaistr may, but need not, pay all or a portion ef tidx liability
incurred or to be incurred by a Participant assalteof Awards made to or settled by such Partitipemder the Pla

(5) Dividend Equivalents, Deferrals, EtcThe Administrator may provide for the payment ofcamts in lieu
of cash dividends or other cash distributions wétbpect to Stock subject to an Award. Such dividsmavalents
and other payments may be paid currently or magrédited to an account established under the Rldreiname of
the Participant.

The Administrator may require or permit Participattt elect to defer the issuance of Stock or tkiteggent of
Awards under such rules and procedures as it ntaplesh under the Plan. It may also provide thé¢ded
settlements include the payment or crediting afnest on the deferral amounts, or the paymenteafiting of
dividend equivalents on deferred amounts denontniat&tock.

(6) Rights Limited. Nothing in the Plan will be construed as giving @eyson the right to continued
employment or service with the Company or its Adfiés, or any rights as a shareholder except sisaies of Stock
actually issued under the Plan. The loss of exjstinpotential profit in Awards will not constituga element of
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damages in the event of termination of employmerseovice for any reason, even if the terminat®imiviolation
of an obligation of the Company or an Affiliatettee Participant.

Unless otherwise determined by the Administratee, Plan shall be unfunded and shall not creatiee or
construed to create, a trust or a separate fufighds. The Plan shall not establish any fiduciatgtionship betwee
the Company and any Participant or other persorih@@xtent any person holds any rights by virtuenoAward
under the Plan, such rights, unless otherwise méted by the Administrator, shall be no greatenttiee rights of
an unsecured general creditor of the Company.

(7) Section 162(m).This Section 7(a)(7) applies to any Performance ivitatended to qualify as
performance-based for the purposes of Section 1)62gimer than a Stock Option or a SAR. In the adsany
Performance Award to which this Section 7(a)(7)li@spthe Plan and such Award will be construeth&o
maximum extent permitted by law in a manner coesistvith qualifying the Award for such exceptionithitespec
to such Performance Awards, the Administrator miiestablish, in writing, one or more specific Barfance
Criteria no later than 90 days after the commencemmiethe period of service to which the performanelates (or i
such earlier time as is required to qualify the Advas performance-based under Section 162(m))PEn®rmance
Criteria so established shall serve as a conditidhe grant, vesting or payment of the Performakweard, as
determined by the Administrator. Prior to grantsti®y or payment of the Performance Award, as #se enay be,
the Administrator will certify whether the Performe Criteria have been attained and such detenmmaill be
final and conclusive. If the Performance Criterighwespect to the Award are not attained, no oftveard will be
provided in substitution of the Performance Awadd.Performance Award to which this Section 7(ag@plies
may be granted after the fifth anniversary of thpraval of the Plan by shareholders of the Companty the
Performance Criteria (as originally approved osalssequently amended) have been resubmitted teeapgroved
by the shareholders of the Company in accordanttetive requirements of Section 162(m), unless suaht is
made contingent upon such approval.

(b) Awards Requiring Exercise

(1) Time And Manner Of ExerciseUnless the Administrator expressly provides otheewan Award requirir
exercise by the holder will not be deemed to haaentexercised until the Administrator receives ticef exercis
(in form acceptable to the Administrator) signedtiiy appropriate person and accompanied by any gratym
required under the Award. If the Award is exercibgdany person other than the Participant, the Adstrator may
require satisfactory evidence that the person &iagcthe Award has the right to do so.

(2) Exercise Price. The exercise price of a Stock Option will not besl¢han the Fair Market Value of the
Stock subject to the Stock Option, determined ah@ftiate of grant.

(3) Payment Of Exercise PriceWhere the exercise of an Award is to be accompanyguhyment, the
Administrator may determine the required or pemxittorms of payment, subject to the following: §d)payments
will be by cash or check acceptable to the Admiatst, or, if so permitted by the Administrator ahtkgally
permissible, (i) through the delivery of sharestdck that have been outstanding for at least siths (unless the
Administrator approves a shorter period) and tlaaeha Fair Market Value equal to the exercise p(igeby
delivery to the Company of a promissory note offiheson exercising the Award, payable on such tesrere
specified by the Administrator, (iii) through a kev-assisted exercise program acceptable to theirAstnator,

(iv) by any other means acceptable to the Admiaistror (v) by any combination of the foregoingmessible
forms of payment; and (b) where shares of Stoakeidsinder an Award are part of an original issughafes, the
Award will require that at least so much of thereige price as equals the par value of such steresid other the
by delivery of a promissory note or its equivaléltie delivery of shares in payment of the exerpréze under
clause (a)(i) above in this Section 7(b)(3) maybeomplished either by actual delivery or by carcdtve delivery
through attestation of ownership, subject to subbsras the Administrator may prescribe.

(c) Awards Not Requiring Exercise

Awards of Restricted Stock, Deferred Stock and Stieted Stock may be made in exchange for pasicesy
or other lawful consideration.
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8. Effect of Certain Transactions
(a) Change in Control

(1) Upon the occurrence of an event constitutiithange in Control, all Awards outstanding on suate ghall
become 100% vested and the then value of such Aywkesk all applicable withholding taxes, shalpb@ to the
Participant in cash (or, in the case of Stock Om#jBARS, Restricted Stock, Unrestricted Stockebetl Stock and
any other Awards providing for equity in the Compagither in cash or in shares of Stock, or in esmbination
thereof, as may be determined by the Administriaitdis sole and absolute discretion) as soon ashegyracticable
(but in all events not later than the fifteenth {1)sday of the third month following the end of yéamhich the
Change of Control occurs). Upon such payment, weairds shall be cancelled.

(2) The amount of cash to be paid with respectéalSOptions, SARs, Restricted Stock, Deferred Igtoc
Unrestricted Stock and Performance Awards providimghares of Stock shall be determined by muliiyg the
number of such Awards by (i) in the case of Ref®dStock, Unrestricted Stock, Deferred Stock aeiddPmance
Awards providing for shares of Stock, the CIC Prjmevided, howeverthat in the case where the performance
period, if any, has been completed on or priohtodccurrence of a Change in Control, the numbémards to be
multiplied shall be the number of shares issuedested pursuant to the Award as determined in decme with th
Award agreement and in the case where the perfarenaeriod, if any, has not been completed upomticarrence
of a Change in Control, the number of Awards torhstiplied shall be either, as determined by thenistrator at
the time of grant of the Award and set forth in Zheard agreement, the (i) target number of such Rlwas
determined by the Administrator at the time of gman(ii) higher of the target number of such Awaeb determine
by the Administrator at the time of grant and tiienber of shares issuable based on actual perfoartardate, in
each case prorated based on the number of fisaes yleen completed during the performance perioldss the
Administrator has set forth in the applicable Awagieement that no such proration shall take placghich case
the Award would not be so prorated according tcatim@unt of the performance period completed, ifithie case of
Stock Options, the difference between the exemige per share and the CIC Price, if the CIC pisdeigher, and
(iii) in the case of SARs, the difference betwesm éxercise or designated price per share anditéfice, if the
CIC price is higher. In addition, all accrued dmmils and dividend equivalents or interest accruedieferred
settlements shall be paid. In the case of Cash dsvidwe amount of cash to be paid shall be detedniijewvhere thi
performance period, if any, has been completedrqmior to the occurrence of a Change in Conttad, talue of
such award as determined in accordance with therdvagreement and (ii) where the performance peiiaahy, ha
not been completed upon the occurrence of a Char@entrol, either, as determined by the Adminisirat the
time of grant of the Award and set forth in the Ad/agreement, the (i) target value of such Awasddetermined
by the Administrator at the time of grant or (hgthigher of the target value of such Awards asrd@hed by the
Administrator at the time of grant and the valuswéh awards based on actual performance to dadech case
prorated based on the number of fiscal years thenpteted during the performance period, unles®tmainistrator
has set forth in the applicable Award agreemerttrthasuch proration shall take place, in which cageAward
would not be so prorated according to the amouthi@performance period completed.

(3) In the event that the Administrator determipassuant to Section 8(a)(1) above to pay Parti¢g#re valu
of an equity Award in shares of Stock, the numbeshares of Stock to be paid to each Participatsi
determined by taking the cash value which wouldehiasen paid if the Administrator had elected to ipagash,
computed in accordance with Section 8(a)(2) abawnd,dividing such value by the Payout Fair Markatué of the
Stock. No fractional shares of Stock will be issuBlde value of any fractional share amount willpaéd to the
Participant in cash.

(b) Changes in and Distributions with Respect to tloelst

(1) Basic Adjustment Provisionsln the event of a stock dividend, stock split oméxination or exchange of
shares (including a reverse stock split), recapétibn or other change in the Company’s capitaicttire, the
Administrator will make appropriate adjustmentsite maximum numbers of shares that may be delivandér the
Plan and certain types of Awards under the PlaruBéction 5(a) and to the maximum share limitewdesd in
Section 5(c), and will also make appropriate adpastts to the number and kind of shares of stodeourities
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subject to Awards then outstanding or subsequendlgted, any exercise prices relating to Awardsamdother
provision of Awards affected by such change.

(2) Certain Other AdjustmentsTo the extent consistent with qualification of IS@wler Section 422 of the
Code and with the performance-based compensaties ofi Section 162(m), where applicable, the Adstmaior
may also make adjustments of the type describpdragraph (1) above to take into account distrimstito
shareholders and other changes that impact th& Stoswards other than those provided for in Set8¢a) and 8
(b)(1), or any other event, if the Administratotefenines that adjustments are appropriate to adisidrtion in the
operation of the Plan and to preserve the valuenards made hereunder.

(3) Continuing Application of Plan TermsReferences in the Plan to shares of Stock willdrestued to
include any stock or securities resulting from djustment pursuant to this Section 8.

9. Legal Conditions on Delivery of Stock

The Company will not be obligated to deliver angras of Stock pursuant to the Plan or to remove any
restriction from shares of Stock previously delec¢:under the Plan until: (i) the Company is sasthat all legal
matters in connection with the issuance and dsfieésuch shares have been addressed and res@ilyddhe
outstanding Stock is at the time of delivery listedany stock exchange or national market systeenshares to be
delivered have been listed or authorized to bedisin such exchange or system upon official natiéesuance; and
(iii) all conditions of the Award have been sagsfior waived. If the sale of Stock has not beeisteged under the
Securities Act of 1933, as amended, the Companyraguire, as a condition to exercise of the Awatthh
representations or agreements as counsel for thep@wy may consider appropriate to avoid violatibeuzh Act.
The Company may require that certificates evidem@8tock issued under the Plan bear an appropegantl
reflecting any restriction on transfer applicaldestich Stock, and the Company may hold the ceatédgpending
lapse of the applicable restrictions.

10. Amendment and Termination

The Administrator may at any time terminate thenRla to any future grants of Awards and may attisng
and from time to time amend or modify the Planmy autstanding Award for any purpose which mayhatttme be
permitted by lawprovided, howeverthat no material amendment to the Plan (includingmendment to reprice
Stock Options granted under the Plan) shall becsffieetive without shareholder approvahd further provided
that except as otherwise expressly provided irPlhe or required by law, the Administrator may wathout the
Participant’s consent, alter the terms of an Awsardis to affect adversely the Participant’s rigimder the Award,
unless the Administrator expressly reserved thet tiggdo so at the time of the Award. For purpasfatis
Section 10, neither a termination of the Plan myr @amendment or modification to an outstanding Alvamder the
Plan (other than to reprice Stock Options) shalttresidered a material amendment to the Plan.

The Administrator may, subject to the provisionshaf Plan, create sub-plans to the Plan that n@rporate
such terms as it considers necessary or desimlolgetrate the Plan in any non-United States jwiidi in which
Participants are situated and may implement subfpkans in the form of schedules to the Plan appleto the
specified jurisdiction, provided that any Stockuisg pursuant to such sub-plans shall be countadsaghe limits
set forth in Section 5 of the Plan. Any such sudmplcreated by the Administrator may provide feager
restrictions on Awards than those set forth inRken, but may not provide for greater benefitsadiBipants than
the benefits permitted under the Plan itself.

11. Other Compensation Arrangements

The existence of the Plan or the grant of any Awetdnot in any way affect the Company’s rightaward a
person bonuses or other compensation in additiéwards under the Plan.
12. Governing Law

The validity, construction and effect of the Plard @ny action taken or relating to the Plan shaldbtermined
in accordance with the laws of the State of Rhatint and applicable federal law.
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Exhibit A

Definition of Terms

The following terms, when used in the Plan, willédhe meanings and be subject to the provisianfogh
below:

“Administrator”: The Board or, if one or more has been appoirttedCommittee. The Administrator
may delegate ministerial tasks to such personsdeeims appropriate. For any Awards subject to the
requirements of Section 162(m), the compositioarof Committee functioning as the Administrator with
respect to such Awards will meet all of the requieaits of Section 162(m).

“Affiliate™.  Any corporation or other entity owning, directly indirectly, 50% or more of the outstanding
Stock of the Company, or in which the Company or surch corporation or other entity owns, directty o
indirectly, 50% of the outstanding capital stocktérmined by aggregate voting rights) or otherngtnterests

“Award”;  Any or a combination of the following:
(i) Stock Options.
(i) SARs.
(i) Restricted Stock.
(iv) Unrestricted Stock.
(v) Deferred Stock.
(vi) Performance Awards.
(vii) Cash Awards.
“Board”: The Board of Directors of the Company.

“Cash Award™: An award denominated in cash that would consti&utderivative security” for purposes
of Rule 16b-6 or any successor Rule under the 8msuExchange Act of 1934 (the “1934 Act”) if rmvarded
pursuant to a plan satisfying the provisions ofeRL8b-3 under the 1934 Act. The payment of a Casaréd
may be subject to such restrictions and conditamsiay be established by the Administrator.

“Change in Control”: Any of the following events, except to the extdrat the Administrator, in its
discretion, determines to further restrict the migifin of a Change in Control for any given AwandAwards
under the Plan at the time that such Award or Awand made (with any such restriction eliminating
and/ornarrowing one or more of the following listed ev&at they would constitute a Change in Controthe
impacted Award(s)) :

(i) The acquisition by any individual, entity orayp (within the meaning of Section 13(d)(3) or 24(d
(2) of the 1934 Act) of beneficial ownership (witithe meaning of Rule 13d-3 promulgated under the
1934 Act) of 20% [With respect to Awards made omfber May 24, 2006, the preceding “20%” is
replaced with “35%"] or more of either (i) the theatstanding shares of the Stock (the “Outstanding
Stock”) or (ii) the combined voting power of theethoutstanding voting securities of the Companitledt
to vote generally in the election of directors (tlaitstanding Voting Securities”grovided, howeveythat
the following acquisitions shall not constitute hafige of Control:

(a) any acquisition directly from the Company oy afits subsidiaries;
(b) any acquisition by the Company or any of itssdiaries;

(c) any acquisition by any employee benefit planrétated trust) sponsored or maintained b
Company or any of its subsidiaries;
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(d) any acquisition by Alan or Sylvia Hassenfels&tmbers of their respective immediate
families, or heirs of Alan or Sylvia Hassenfeldofrany member of their respective immediate
families, the Sylvia Hassenfeld Trust, the Metrdissenfeld Trust, the Alan Hassenfeld Trust, The
Hassenfeld Foundation, any trust or foundationtdistaed by or for the primary benefit of any of the
foregoing or controlled by one or more of any af tbregoing, or any affiliates or associates (& su
terms are defined in Rule 12b-2 promulgated unuen®34 Act) of any of the foregoing; or

(e) any acquisition by any corporation with resgeathich, following such acquisition, more
than 60% of, respectively, the then outstandingeshaf common stock of such corporation and the
combined voting power of the then outstanding \@8ecurities of such corporation entitled to vote
generally in the election of directors is then Hamaly owned, directly or indirectly, by all or
substantially all of the individuals and entitieckawvere the beneficial owners, respectively, of the
Outstanding Stock and the Outstanding Voting Séearimmediately prior to such acquisition in
substantially the same proportions as their owrigrénmediately prior to such acquisition, of the
Outstanding Stock and Outstanding Voting Securiagghe case may be; or

(i) Individuals who, as of the effective date bétPlan constitute the Board (the “Incumbent Board”
ceasing for any reason to constitute at least anhapf the Boardprovided, howeverthat any individual
becoming a director subsequent to the effective dathe Plan whose election, or nomination focida
by the Company’s shareholders, was approved byeaofat least a majority of the directors then
comprising the Incumbent Board shall be considasethough such individual were a member of the
Incumbent Board, but excluding, for this purposs;, such individual whose initial assumption of offi
occurs as a result of either an actual or thredtetextion contest (as such terms are used in Ridel 1of
Regulation 14A promulgated under the 1934 Act)tbeoactual or threatened solicitation of proxies o
consents; or

(iif) Approval by the shareholders of the Compafiy eeorganization, merger or consolidation, in
each case, with respect to which all or substawytidll of the individuals and entities who were the
beneficial owners, respectively, of the Outstandstgck and Outstanding Voting Securities immedyatel
prior to such reorganization, merger or consol@atio not, following such reorganization, merger or
consolidation, beneficially own, directly or inditéy, more than 60% of, respectively, the then taunding
shares of common stock and the combined voting pofvihe then outstanding voting securities erditie
vote generally in the election of directors, as¢ase may be, of the corporation resulting fronhsuc
reorganization, merger or consolidation in sub&gtthe same proportions as their ownership,
immediately prior to such reorganization, mergecamsolidation, of the Outstanding Stock and
Outstanding Voting Securities, as the case mapibe;

(iv) Approval by the shareholders of the Companyadfa complete liquidation or dissolution of the
Company or (b) the sale or other disposition obakubstantially all of the assets of the Compaitiyer
than to a corporation, with respect to which follegvsuch sale or other disposition, more than 66% o
respectively, the then outstanding shares of comstmrk of such corporation and the combined voting
power of the then outstanding voting securitiesuath corporation entitled to vote generally in éfexction
of directors is then beneficially owned, directlyindirectly, by all or substantially all of thedividuals
and entities who were the beneficial owners, rebgeyg, of the Outstanding Stock and Outstandinging
Securities immediately prior to such sale or otlisposition in substantially the same proportiomhesr
ownership, immediately prior to such sale or otfisposition, of the Outstanding Stock and Outstagdi
Voting Securities, as the case may be.

“CIC Price”: The higher of (i) the highest price paid for a ghaf the Stock in the transaction or serie

transactions pursuant to which a Change in Costrall have occurred, or (ii) the highest reportalés price o
a share of the Stock during the 60 day period imately preceding the date upon which the eventtitoitisg
a Change in Control shall have occurred. To therdxhat the consideration paid in any transaatioseries of
transactions described in (i) above consists inlevboin part of non-cash consideration, the vaitisuch non-
cash consideration shall be determined in thedistzetion of the Administrator.
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“Code™. The U.S. Internal Revenue Code of 1986 as frame to time amended and in effect, or any
successor statute as from time to time in effect.

“Committee”; One or more committees of the Board meeting anjicgipe legal and other requiremer
“Company”; Hasbro, Inc.

“Deferred Stock™ An unfunded and unsecured promise to deliver Stoakher securities in the future
specified terms.

“Employee”: Any person who has an Employment relationshipwyie Company or an Affiliate.

“Employment”: A Participant’s employment or other service iielaghip with the Company and/or its
Affiliates. Employment will be deemed to continu@less the Administrator expressly provides othsewso
long as the Participant is employed by, or othesvigsproviding services in a capacity describethe
instructions to Form S-8 promulgated by the Seiasriand Exchange Commission to the Company or fity o
Affiliates. If a Participants employment or other service relationship is withAffiliate and that entity ceases
be an Affiliate, the Participant's Employment wok deemed to have terminated when the entity céadmesan
Affiliate unless the Participant transfers Employrmi the Company or its remaining Affiliates.

“Fair Market Value”: The average of the high and low sales priceh@Btock as reported in The Wall
Street Journal for New York Stock Exchange Trangastor similar successor consolidated transactiepgrts
for the relevant date (or the comparable consai#iansaction reports for any other national sgesar
exchange or NASDAQ National Market Issues, if thecB is admitted for trading or quotation on said
exchange or market), or, if no sales of the Stoekewnade on said exchange or market on that tat@vierag
of the high and low prices of the Stock as repoiteshid composite transactions report for the gaéwy day ol
which sales of the Stock were made on said exchangerket. If the Stock is not then trading oreanhange
or quoted in NASDAQ National Market Issues, their Fearket Value shall be the mean between the hitl a
asked prices for the relevant over-the-countersaetion on such date or the preceding day on wdatds of
Stock were made over-the-counter, or if there atesnch transactions, Fair Market Value shall hemeined
in good faith by the Administrator. Notwithstanditige foregoing, for purposes of valuing Stock dsled to
the Company by a Participant in payment of the @germprice of a Stock Option or Stock deliveredavithheld
in payment of applicable tax withholding, if therfi@pant sells, on a national securities exchaog®n
NASDAQ or over-the-counter, the Stock acquiredfmgame day as the date of exercise, the Admitustra
shall have the discretion to deem the per shareMraiket Value of the Stock so delivered or witlthtl be the
actual sales price per share of the Stock so Blwider no circumstances shall Fair Market Valuedss than tt
par value of the Stock.

“ISO”: A Stock Option intended to be an “incentive stopkion” within the meaning of Section 422 of
the Code. Each option granted pursuant to the Wilhbe treated as providing by its terms thasité be a non-
incentive option unless, as of the date of grars, @éxpressly designated as an ISO.

“Participant” A person who is granted an Award under the Plan.

“Payout Fair Market Value™: The average of the Fair Market Values of the ISfocthe ten trading days
immediately preceding the date on which the Chamgzontrol shall have occurred.

“Performance Award”: An Award subject to Performance Criteria. The Aaistrator in its discretion
may grant Performance Awards that are intended#dify for the performance-based compensation ei@ep
under Section 162(m) and Performance Awards tieahar intended so to qualify.

“Performance Criteria”: Specified criteria the satisfaction of which isandition for the grant,
exercisability, vesting or full enjoyment of an AmlaFor purposes of Awards that are intended tdifgfar
the performance-based compensation exception Betgion 162(m), a Performance Criterion will mean a
objectively determinable measure of performancatirej to any one or any combination of the follogvin
criteria (determined either (i) on a consolidatedib or, (ii) as the context permits and as detezthby the
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Administrator, on a segment, divisional, sectohssdiary, business unit, line of business, progect
geographical basis or on the basis of one or mesgdated products or brands (herein collectivblysiness
unit”), or in combinations thereof, all as selecbgdthe Administrator in each individual case): eatnings;
earnings per share; net earnings per share; staxk pet revenues; gross profit; operating prefétnings
before income taxes; earnings before interest axelst earnings before interest, taxes and depi@giat
earnings before interest, taxes, depreciation amattézation; cost control; cash net earnings; retur assets;
return on capital investment; return on sharehsldeguity; return on net revenues; net cash pravize
operating activities; working capital; economicugladded; total shareholder return on common stlakive
to S&P 500 Index; total shareholder return on commstock relative to the Russell 1000 Consumer
Discretionary Index; sales; core brands growthediands net revenues; operating margin; and &ske ttow.
Performance goals utilizing the foregoing busiregeria may be based upon the achievement of Bpeci
levels of consolidated or other business unit perémce under one or more of the measures desahmae
relative to internal targets, the past performarfdbe Company or relevant business unit, or the, paiesent or
future performance of other corporations or thelevant business units. A Performance Criterionsueaand
any targets with respect thereto determined byAtfrainistrator need not be based upon an incregsesitive
or improved result or avoidance of loss. In settimg Performance Criteria the Administrator intetalset
goals which are indicative of strong performancais$action of Performance Criteria may, in the
Administrator’s discretion, be determined to théeex applicable, (i) in accordance with generatigepted
accounting principles applied on a consistent basior (ii) exclusive of designated (a) changesccounting
principles, (b) extraordinary items, (c) materiadtructurings, (d) material nonrecurring items,nj@}erial non-
budgeted items and (f) results of operations otigttipns or divestitures consummated during teedi year;
each of the items in this section (ii) being exelddo the extent authorized by the Administrator.

“Plan”: The Hasbro, Inc. Restated 2003 Stock IncentiveoRBance Plan as from time to time amended
and in effect.

“Restricted Stock”: An Award of Stock for so long as the Stock remsainbject to restrictions requiring
that it be redelivered or offered for sale to th@mpany if specified conditions are not satisfied.

“Section 162(m)”: Section 162(m) of the Code, or any successorigmv

“SARs” : Rights entitling the holder upon exercise to reee€ash or Stock, as the Administrator
determines, equal to a function (determined byAtieinistrator using such factors as it deems apyeitg) of
the amount by which the Stock has appreciatedliurevsince the date of the Award.

“Stock”:  Common Stock of the Company, par value $.50 pares

“Stock Options”: Options entitling the recipient to acquire shaseStock upon payment of the exercise
price. Stock Options can be either ISO’s or noreitiive options.

“Unrestricted Stock”™ An Award of Stock not subject to any restrictiamgler the Plan.
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Appendix C

FIRST AMENDMENT TO
HASBRO, INC. RESTATED 2003 STOCK INCENTIVE PERFORMA NCE PLAN

The Hasbro, Inc. Restated 2003 Stock IncentiveoPmdnce Plan (the “2003 Plan”) is hereby amendeidén
manner set forth below, such amendment to be éfteas of the effective time of approval of thissEiAmendment
to Hasbro, Inc. Restated 2003 Stock Incentive Perdoce Plan (the “First Amendment”) by the shareééid of
Hasbro, Inc. (the “Company”).

Notwithstanding the foregoing, this First Amendmshall only become effective if approved by the @amy’s
shareholders at the Company’s 2009 Annual Meetirfghareholders, or any adjournment thereof.

1. The first two sentences of Section 5(a) of tB@32Plan are deleted and replaced in their entity the
following:

“A maximum of 23,500,000 shares of Stock may bévdedd pursuant to Awards under the Plan. No more
than 4,090,000 shares of Stock may be deliveresupnt to Awards other than Stock Options or SARS.”

2. The third sentence of Section 3 of the 2003 Rlaleleted and replaced in its entirety with thiéofving:

“The Plan shall remain in effect until December 3013 unless sooner terminated by the Board, sutgjec
Section 10 hereof.”

3. Subsections (a)(ii) and (b) of the first senteatSection 7(b)(3) of the Plan are removed ardd¢maining
subsections of subsection (a) renumbered sucls#wiion 7(b)(3) now reads in its entirety as fobow

“(3) Payment Of Exercise PriceWhere the exercise of an Award is to be accongubby payment, the
Administrator may determine the required or perxittorms of payment, subject to the following: 4)
payments will be by cash or check acceptable t&thministrator, or, if so permitted by the Admimeior and
if legally permissible, (i) through the delivery sifiares of Stock that have been outstanding fleaat six
months (unless the Administrator approves a shpggod) and that have a Fair Market Value equéhéo
exercise price, (ii) through a broker-assisted @serprogram acceptable to the Administrator, ji)any other
means acceptable to the Administrator or (iv) by eembination of the foregoing permissible forms of
payment. The delivery of shares in payment of ttex@se price under clause (a)(i) above in thigiSed (b)(3;
may be accomplished either by actual delivery ocdmystructive delivery through attestation of ovaingp,
subject to such rules as the Administrator mayqiles.”

4. The first sentence of Section 7(a)(5) of the®Ban is deleted and replaced in its entirety wWithfollowing:

“The Administrator may provide for the payment af@unts in lieu of cash dividends or other cash
distributions with respect to Stock subject to amatd, provided that no such cash dividends oridigtions
will be paid or accrued with respect to Awards sgbjo performance criteria (other than time vegtiriteria)
that have not yet been met.”
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Appendix D

HASBRO, INC.

2009 Senior Management Annual
Performance Plan

SecTioN 1. Purpose. The purpose of the Hasbro, Inc. 2009 Senior Mamagt Annual Performance Plan
(the “Plan”) is to promote the interests of Hasbne, (the “Company”) and its shareholders by pdawj incentive
to participating senior executive officers of then@pany to make significant contributions to thefgenance of the
Company and to reward outstanding performance epdant of those individuals whose decisions anwastmost
significantly affect the growth, profitability arefficient operation of the Company.

SecTioN 2. Term. The Plan shall be effective as of the first dathe Company’s 2009 fiscal year (the
“Effective Date”), subject to shareholder approvithe Plan at the Company’s 2009 Annual Meeting of
Shareholders, and shall also be applicable fdualte fiscal years of the Company unless amendéerminated b
the Company pursuant to Section 9, subject to atwé shareholder reapproval requirements of tterrial
Revenue Code of 1986, as amended (including witlitation Section 162(m) thereof), and the rudes!
regulations (including any then current proposedf@ntransitional rules or regulations) promulgatieereunder by
the Internal Revenue Service (collectively the “€9d

SecTion 3. Coverage. For purposes of the Plan, a “Participant” foisadl year shall mean each executive
officer of the Company selected for such fiscalnfmathe Compensation Committee of the Board o&&tirs or a
subcommittee thereof, consisting solely of two @ren“outside directors,” as defined in Section b6R6f the Code
(the “Committee”). Each member of the Committedisiiao be a “Non-Employee Director,” as defined in
Rule 16b-3 promulgated under Section 16 of the S@esiExchange Act of 1934, as amended.

SecTioN 4. Performance Goals.For each Participant for a fiscal year, the Cottenishall designate, within
the time period required by the Code, one or meréopmance goals (each, a “Performance Goal”) tagpdied in
determining whether payments may be made undeawaed opportunity (the “Performance Award”) grantedhe
Participant for such year. The Plan, Performancal$&payout levels (as described in Section 5 bgland
Performance Awards will be construed to the maxinaxtent permitted by law in a manner consistent wit
qualifying the Performance Award under the perfaroeabased compensation exception requirements of
Section 162(m) of the Code. The Committee will ptablish each Performance Goal and other releeamistin
writing no later than ninety (90) days after thencwencement of the period of service to which théopmance
relates (or such earlier time as is required tdifyuthe Performance Award as performance-basecuBection 162
(m) of the Code). Attainment of the specified petage of the Performance Goal so established sballcondition
to any payment under the Performance Award. Thiofeance Goal for each Participant shall be anatbjely
determinable measure of performance based on angros combination of the following criteria foetfiscal year:
cash net earnings; core brands growth; core bra@dsvenues; cost control; earnings before incaxes; earning
before interest and taxes; earnings before intet@sts and depreciation; earnings before intetasts, depreciatic
and amortization; economic value added; free clastt fjross profit; net cash provided by operatint\dties; net
earnings; earnings per share; net earnings pee;sietrrevenues; operating margin; operating pnefitirn on
assets; return on capital investment; return omeatnues; return on shareholders’ equity; sateskgrice; total
shareholder return on common stock relative to S&@ Index; total shareholder return on common stet#tive to
Russell 1000 Consumer Discretionary Index and wagykiapital. These business criteria may be meagired a
consolidated basis or (ii) on a segment, divisipsattor, subsidiary or other business unit, linkusiness, project
or geographical basis or on the basis of one oerdesignated products or brands (herein collegtitl®isiness
unit”), all as selected by the Committee in eachvidual case. Performance Goals utilizing the goiag business
criteria may be based upon the achievement of Bpedevels of consolidated or other business peiformance
under one or more of the measures described aktaté/e to internal targets, the past performaride®Company
or relevant business unit, or the past, presefitare performance of other corporations or theievant business
units. In setting the Performance Goals the Conemiititends to set goals which are indicative afrggr
performance. Performance Goals, including the riaitepon which such goals are based, may vary among
Participants. A Performance Goal may consist of a
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targeted increase in one or more criteria, maiimgione or more criteria or limiting a reductionane or more
criteria, all as determined by the Committee irditcretion for any particular year.

Whether and to what extent a pre-established Radioce Goal is achieved shall be determined byaréerto
the Company’s certified financial statements argpsuting financial records maintained by the Conypiarthe
ordinary course in accordance with generally ag@ptcounting principles or on such other objedbasis as the
Committee determines at the time it specifies thgdPmance Goal. Without limiting the generalitytbé foregoing
the Committee may, at the time it specifies thddParance Goal, provide that such objective baseddtermining
performance will be modified in an objectively deténable and nondiscretionary manner to reflectsieel types
of events occurring during the fiscal yearfer example, but without limitation, acquisitionsdispositions, chang
in accounting principles, extraordinary items afome and expense, or material non-recurring anebodigeted
items of income and expense — the occurrence oftwlaind the impact of which on such bases for deteng
performance, are themselves objectively determ@&abd nondiscretionary.

SecTioN 5. Payout Levels. Within the time period for establishing the terais Performance Award, as
described in Section 4 above, the Committee sktdbtish for each Performance Award the maximumuarfo
expressed as a percentage of Earned Salary (hotément greater than the maximum amount descivbek last
sentence of this Section 5), that will be payablthe Participant if the Performance Goal or Penoice Goals
applicable to the Performance Award are achievepetified levels pre-established by the Commifee.
example, if the Committee establishes under SedtiarPerformance Award opportunity based solel{EBIATDA
for the fiscal year, it shall establish at the sdaime a maximum percentage of Earned Salary thhbeipayable to
the Participant at specified levels of EBITDA fbetyear, which may include no payment for EBITDAfpamance
below a specified level and no increase in payouEBITDA above a specified level. For purposethefPlan
“Earned Salary” means all base compensation foPHrécipant for the year in question, which basmpensation
shall (i) include all base compensation amountermiedl by the Participant under the Company’s Rat@ Savings
Plan, the Company’s Non-Qualified Deferred Comptosalan and/or any similar or successor plansHeffiscal
year and (ii) exclude any bonus or other bendfifser than base compensation, for the year in guresh no even
shall the maximum amount paid to any one indivichsah Performance Award under the Plan in respeatyogiver
fiscal year exceed 300% of that individual's baslary for the year in question, or $4 million, wihéwer is smaller.

SecTioN 6.  Administration and Interpretation.The Plan shall be administered by the Committdgch shall
have the sole authority to select Participants utidePlan, to set Performance Goals for Parti¢gpand to make
rules and regulations for the administration of Btten. The Committee may delegate to others, oyt officers
or other employees of the Company, nondiscretiondryginistrative functions under the Plan. In malang
determinations under the Plan, the Committee &lgadintitled to rely on reports, opinions or statetsef officers o
employees of the Company and its affiliates as as&bhose of counsel, public accountants and ptloéessional or
expert persons. The interpretations and decisibtieeaCommittee with regard to the Plan shall balfand
conclusive, and the Committee shall have the fodi@r and authority in its sole discretion to reduareto refuse to
make (but not to increase), any payment. No membtre Committee shall be liable for any actiordeterminatio
made in good faith with respect to the Plan.

SecTioN 7. Certification of Achievement of Performance GoaRrovided that the Code so requires, the
Committee shall, prior to any payment under thePtartify in writing the extent, if any, of achwent of
Performance Goals for each Participant, and sutdrmdaation will be final and conclusive. For pusgs of this
Section and for so long as the Code permits, tbecapd minutes of the Committee meeting in whiah th
certification is made may be treated as a writtetifecation.

SecTioN 8. Payment of Awards.Payment, if any, under the Plan with respectfiecal year shall be made to
the Participant if the Participant is employed by Company at the end of such fiscal year andesuby the
certification requirement described in Section ayrhe made at any time or in installments from timgéme
between the first day and March 15 of the next@ligear at the discretion of the Committee.

Unless the Committee provides otherwise, immediaipbn the cessation of the Participargmployment witl
the Company prior to the end of the fiscal yeaguestion, any unpaid Performance Award under tha fr such
fiscal year will terminate and be forfeited.
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SecTioN 9. Amendment or TerminationThe Committee may terminate or suspend at ang tima Plan in
whole or in part or from time to time amend therPlaany respect, provided that no such amendnteatsequire
shareholder approval shall be effective withoutssitareholder approval having been obtained.

SecTioNn 10. No Assignment.The rights hereunder, including without limitatidghts to receive any
payment, shall not be sold, assigned, transfeenreclymbered or hypothecated by a Participant (exmept
testamentary disposition or intestate successiauming the lifetime of any Participant any paymehall be payabl
only to such Participant.

Section11. The Company.For purposes of the Plan, the “Compasléll include the successors and ass
of the Company, and the Plan shall be binding gncamporation or other person with which the Compin
merged or consolidated, or which acquires substinall of the assets of the Company, or whicheottise
succeeds to its business.

SecTion 12. No Right to Participate. Nothing in the Plan shall be deemed to createohiigation on the part
of the Committee to select any executive officethef Company as a Participant, nor confer uponRamicipant in
the Plan the right to remain a Participant in tlPRor any subsequent fiscal year.

SecTion 13. Governing Law. The validity, construction and effect of the P&ard any action taken or relati
to the Plan shall be determined in accordance théHaws of the State of Rhode Island and applectdaeral law.
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|E| (HASBRO LOGO)

|E| (BAR CODE)

Using a black ink pen, mark your votes with an X as
shown in this example. Please do not write outside

the designated areas.

E (BAR CODE)

Electronic Voting Instructions

You can vote by Internet or telephone!

Available 24 hours a day, 7 days a week!

Instead of mailing your proxy, you may choose one of the two voting
methods outlined below to vote your proxy.

VALIDATION DETAILS ARE LOCATED BELOW IN THE SHADED TITLE BAR.
Proxies submitted by the Internet or telephone must be received by 12:00 a.m.
Eastern Daylight Time, on May 21, 2009.

Vote by Internet

|E| (GRAPHIC)
¢ Log on to the Internet and go to
www.investorvote.com/has
» Follow the steps outlined on the secured website.
Vote by Teleph
[x] (GRAPHIC) =~ 0> eepnone N _
« Call toll free 1-800-652-VOTE (8683) within the United

States, Canada & Puerto Rico any time on a touch tone
telephone. There is NO CHARGE to you for the call.

« Follow the instructions provided by the recorded message.

Annual Meeting Proxy Card

[x] (GRAPHIC) C0123456789

V' IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. v

IEMElection of Directors For Terms Expiring in 2010 — The Board of Directors recommends a vote ~ FOR all of the nominees listed.

1. Nominees:

01 - Basil L. Anderson

04 - Kenneth A. Bronfin

07 - E. Gordon Gee

10 - Alan G. Hassenfeld

13 - Paula Stern

For

Ooooo 0Od

Withhold

O

O
O
O
O

For  Withhold For Withhold +

O O

02 - Alan R. Batkin 03 - Frank J. Biondi, Jr.

05 - John M. Connors, Jr. 06 - Michael W.O. Garrett

08 - Brian Goldner 09 - Jack M. Greenberg

Oooo O4d
OO0

11 - Tracy A. Leinbach 12 - Edward M. Philip

14 - Alfred J. Verrecchia

Ooooo 0O
Ooooad

IEMCompany Proposals — The Board of Directors recommends a vote  FOR Proposal 2, FOR Proposal 3 and FOR Proposal 4.

2. Approval of Amendments to the Restated 2003 Stock

Incentive Performance Plan.

For Against Abstain For Against Abstain

3. Approval of the 2009 Senior Management Annual
D D D Performance Plan. D D D

4. Ratification of KPMG LLP as the Company’s independent 5. To transact such other business as may properly come
registered public accounting firm for fiscal 2009. D D D

before the Annual Meeting and any adjournment or
postponement thereof.

IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A, B AND D ON BOTH SIDES OF THIS CARD.

|E| (BAR CODE)




Dear Fellow Shareowner:

You are cordially invited to attend the 2009 Annual Meeting of Shareholders of Hasbro, Inc. to be held at 11:00 a.m. on Thursday, May 21, 2009, at 1027
Newport Avenue, Pawtucket, Rhode Island. The accompanying Notice of Annual Meeting and Proxy Statement contain detailed information as to the formal
business to be transacted at the meeting.

Your Vote Matters. Whether or not you plan to attend the 2009 Annual Meeting, it is important that your shares be voted. Please follow the instructions on
the other side of this proxy card. You may, of course, attend the 2009 Annual Meeting and vote in person, even if you have previously voted. | am looking
forward to seeing you there.

Sincerely,

Alfred J. Verrecchia
Chairman of the Board

V' IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND R ETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. v

HASBRO, INC. +
1027 Newport Avenue
Pawtucket, Rl 02862

Annual Meeting of Shareholders — May 21, 2009

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned acknowledges receipt of the Notice of Annual Meeting of Shareholders and Proxy Statement of Hasbro, Inc. (the “Company”) and hereby
appoints BRIAN GOLDNER and ALFRED J. VERRECCHIA and each of them, with full power of substitution to each of them, as attorneys and proxies to
appear and vote all of the shares of Common Stock standing in the name of the undersigned at the Annual Meeting of Shareholders of the Company to be
held on May 21, 2009 at 11:00 a.m. at 1027 Newport Avenue, Pawtucket, Rhode Island, and at any adjournment thereof.

UNLESS OTHERWISE SPECIFIED, THIS PROXY WILL BE VOTE D “FOR” THE NOMINEES LISTED IN PROPOSAL 1, “FOR” PR OPOSALS 2, 3 AND
4, AND IN SUPPORT OF MANAGEMENT ON SUCH OTHER BUSINESS AS MAY PROPERLY COME BEFORE THE MEETING OR ANY
ADJOURNMENTS THEREOF.

PLEASE MARK ON REVERSE SIDE AND SIGN AND DATE BELOW AND PROMPTLY MAIL IN THE ENCLOSED ENVELOPE.
CONTINUED ON REVERSE SIDE AND TO BE SIGNED BELOW
YOUR VOTE IS IMPORTANT

Non-Voting ltems

Change of Address — Please print new address below.

Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Please sign exactly as name(s) appears hereon. Joint owners should each sign. When signing as attorney, executor, administrator, corporate officer, trustee,
guardian, or custodian, please give full title.

Date (mm/dd/yyyy) — Please print date below. Signature 1 — Please keep signature within the box. Signature 2 — Please keep signature within the box.

[

+

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A, B AND D ON BOTH SIDES OF THIS CARD.



